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Branch Banking
in
Montana
Emil W. Erhardt

Branch banking, although in existence before the
signing of the U.S. Constitution, has once again
become a topic of spirited discussion among
Montana bankers. Historically, Montana's bank
structure has consisted of a unit banking system;
that is, a system made up of individual banks and no
branches. With the implementation of the federal
D epository Institu tio ns D eregulation and
Monetary Control Act of 1980, which will permit
greater competition among financial institutions,
and with the potential demise of the McFadden
Act, which has prevented interstate branching
among banks, Montana bankers are becoming
more aware and concerned with deregulation.
Branching is viewed by some as a means of
facilitating the ability of Montana banks to compete
in the new financial environment.
In 1979, the Montana Legislature appointed an
interim committee to study branching by financial
institutions. Evidence presented to this committee
has indicated that there is substantial disagreement
among Montana bankers with respect to
branching. With the lines being drawn for another
round of discussions on the topic, it is important to
identify the issues and examine some of the
viewpoints that will be considered when the

Emil W. Erhardt is Vice President of First
Security Bank of Bozeman. He is a graduate of
Montana State University and the University of
Oklahoma. An expanded version of this article
was prepared for the Pacific Coast Banking
School, and is now a part of the school's
permanent library, which is located at the
University of Washington, Seattle.

recommendations of the committee are reported
to the Legislature. It is not the purpose of this article
to establish a case for or against this highly
emotional and volatile issue. However, a discussion
of the issues is useful in raising pertinent questions
and removing some preconceptions.
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National policy on geographic expansion by
branching is embodied in the McFadden Act of
1927, as amended by the Banking Act of 1933. In an
effort to insure that federally and state chartered
banks were treated equally, these statutes provided
that national banks may branch over the same
geographic areas as may state banks in each state.
The branching limitations of the McFadden Act and
the depression of the 1930s were the most
significant motives for the accelerated formation of
bank holding companies during the late 1920s and
early 1930s. Holding companies used the corporate
device to obtain control of banks by the direct
purchase of stock or by the exchange of holding
company stock for individual bank stock. The Bank
Holding Company Act of 1956 and the Douglas
Amendments were designed to control this form of
expansion.
The result over the years has been a mishmash of
branching laws nationwide. Roughly 45 percent of
the states have a statewide branching law, 30
percent have laws limiting branching to some
geographic areas within the state, and the remain
ing 25 percent of the states—including Montana—
have statutes in which branching for all intents and
purposes is prohibited.
A deeper look will show a bewildering system of
branching laws which defies any rational explana
tion. This is particularly true if one is attempting to
relate branching policy to the public interest. The
fact that the ground rules established by both state
and federal statutes for multi-office expansion by
some thrift institutions, particularly savings and
loan associations and credit unions, are different
from those for banks adds to the confusion.
While states such as Montana debate state
branching legislation, multinational banks in the
United States are seeking changes in national
statutes which would permit them to operate across
state lines. The ability to do so is seen by them to be
crucial to their ability to compete.
Realistically, many out-of-state financial in
termediaries, such as Metropolitan Mortgage and
Lomas and Nettleton in the mortgage field and
VISA, Master Charge, Sears, and Citicorp in the
consumer loan area, have for some time been
competing with banks on an interstate basis. More
recently, brokerage firms such as M errill Lynch
have been competing for consumer savings
nationwide; because of branching laws, banks are
unable to cross state lines in pursuit of retail
deposits. Traditionally the ability to offer third party
transactional services (e.g., checking accounts) has
been limited to commercial banks. However, with
6

the emergence of credit union share drafts and
savings and loans' NOW accounts plus the im
plementation of the Depository Deregulation and
Control Act, a further dilution of the differences in
services offered by financial institutions is oc
curring. Consumers may find few meaningful
differences between previously readily identifiable
competitors. The central question for banks is
whether to attempt to control those forces
infringing on its franchises (probably impossible) or
to decontrol the banking industry so that it may
compete more effectively.
The branching movement is one response being
made by banks toward meeting the new competi
tion. In today's unregulated environment, banks
are recognizing that in order to compete with
credit unions, money market mutual funds,savings
and loans and other non-bank institutions, they
must shed some of the restraints that have
protected them in the past but are now preventing
them from competing effectively. In Montana, the
movement toward revising branching laws is in part
a recognition of a structure that has existed and
evolved over time through holding companies,
group and chain banks.
Volumes could be and have been written on the
issues raised in placing this debate in its proper
perspective. Therefore, in order to move to its
impact on Montana, dismissing them in a few
paragraphs is a function of space rather than
importance.

Montana’s banking structure
The banking situation in Montana from the mid1920s to the end of 1933 was catastrophic. In 1920,
Montana had 431 banks or nearly one bank for
every 1,300 people. Many banks were heavily
engaged in competition for depository funds, had
overextended credit, and were themselves heavy
borrowers. Between 1921 and 1925, 192 Montana
banks failed. Economic conditions in the state
improved from 1926 to 1929 and the surviving banks
held on, but history repeated itself between 1930
and 1933 with the failure of another 51 banks.
During 1929, two out-of-state holding companies
headquartered
in Minneapolis, Minnesota,
Northwest Bancorporation and First Bank System,
began acquiring banks in Montana. By 1931, they
had acquired control of 30 Montana banks. Those
30 banks held 56 percent of Montana's total
deposits.
As of December 31, 1978, there were 160
commercial banks in Montana. Most of them were
Branch Banking in M on tan a /E m il W. Erhardt
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Number of Banks and Total Assets,
Montana, as of December 31,1978
Number o f
Banks

Total Assets
$2 0 0 , 0 0 0 ,0 0 0 o r more

2

$100,000,000 - $199,999,999

5
46

$25,000,000 - 99,999,999
Less than $24,999,999

107

T otal number o f banks

160

Source: 1978 Annual R eport o f the F ed e ra l D e p o sit
In su ra n ce C o rp o ra tio n .

Anaconda bank. The merger was upheld by the
Attorney General. The Independent Bankers
Association of Montana promptly pressured the
Legislature to amend the loophole in the Montana
Code to prevent further such occurrences, and the
Legislature responded favorably. The Daly National
Bank of Anaconda, now the First National Bank of
Anaconda, is a subsidiary of the Northwest Bancorporation, a fact that was paramount in the
minds of Independent Bankers Association
members.
In 1969, the last attempt was made to change the
Montana law and permit branch banking. This
attempt was defeated, and the issue has not been
raised in the past eleven years.
Table 2
Holding Companies and Groups Controlling Three
or More Banks in Montana, as of December 31,
1978
. . . . . . | l a n k , ----------Number

i

Bank of Montana System located in Great Falls
and Security Bancshares in Billings are Montana
corporations. As Montana has no specific laws to
regulate holding companies, they have been free to
establish or acquire additional banks within the
state as the Federal Reserve Board might approve.
One additional group falls within the multi-bank
ownership category, the Harris family with three
banks in southeastern Montana. These three
organizations (Bank of Montana, Security, and
Harris) control 13.8 percent of Montana banks and
13.3 percent of total resources. In combination,
multi-bank ownerships (including in-and out-ofstate chains and holding companies) control 42.5
percent of the banks and 64.8 percent of total
resources.
Ownership of the remainder of the banks in
Montana includes approximately seven individuals
who control two banks and several one-bank
holding companies. The ownership of these banks
is held within the state.
Title V of the Revised Codes o f Montana, 1947, as
amended, governs the general powers and
limitations of banks in regard to branching. This law
effectively prohibits de novo branching. Merging is
also prohibited, with the provision that if two
offices are merged, one must be closed. Montana's
unit banking law was tested in 1966 when the First
National Bank of Butte and the Daly National Bank
of Anaconda applied to the U.S. Comptroller of the
Currency for permission to merge. The two banks
were located approximately 26 miles apart in
contiguous counties. The Comptroller approved
this merger on March 16, 1967, with the bank in
Butte to be left operating as a branch of the

Table 1

i

very small. As table 1 indicates, the majority had
assets of less than $25 m illion. Many of the larger
banks are owned by holding companies or are part
of a chain system.
There presently are three out-of-state holding
companies and two chain bank systems owned by
individuals from out of state operating in Montana
(table 2). The three holding companies are the two
Minneapolis-based firms. First Bank System and
Northwest Bancorporation, plus Western Bancorporation, headquartered in Los Angeles, California.
The Montana Banks group maintains a central
office in Billings; however, the ownership is
considered to be located out of state. The Steve
Adams chain is headquartered in Minneapolis.
These five organizations, representing 28.8 percent
of Montana banks, controlled 51.5 percent of the
total resources (cash, loans and securities, and
other assets) at the end of December 1978.

P e rce n ta g e
o f T o ta l

- - - - - - - - Hesourc e s ------ —
P e rce ntag
o f T o ta l

Amount

Out' - o f - s t a t e o w n e rs h ip

a

9.J*
4 .4
6 .9
1 .9
6 .2

S I , 1 5 9.05 6,0 00
S68.2IO.OOO

S te ve Adams g ro u p

IS
7
11
}
10

S u b to ta l

46

2 8 .8

$ 2 ,2 9 4 ,2 1 7 ,0 0 0

2 5 .9
6 .7

1 8 6,26 3,0 00
SI .5

l n - s l a t e o w n e rs h ip

B<nk o f M ontana System
H a r r is fa m ily
S u b to ta l
T o ta l
A l 1 M ontana b a n k .

S o u rc e :
1979) .

4
IS
3

2 .5
9 .4
1 .9

2 7 2 ,6 4 2 ,0 0 0 .
2 6 4 ,2 2 4 ,0 0 0 *
5 5 ,4 9 2 ,0 0 0

6 .1
5 .9

22

1 3 .8

5 9 2 ,3 5 8 ,0 0 0

13.3

68

4 2 .5

2 ,8 8 6 ,5 7 5 .0 0 0

6 4 .8

160

10 0.0

4 .4 5 6 ,9 8 4 ,0 0 0

100.0

M ontana Bank D ir e c t o r y , 1979 e d i t i o n

(G e o rg ia : A m erican Sank 01 r e c t o r y ,

^ E xclu d e s t r u s t company.
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Issues relating to branching in
Montana
Montana's land area covers over 146,000 square
miles. Its population numbers approximately
785,000. Almost 560,000 residents (71 percent of the
total) live in seven major trade areas which cover 34
percent of the state's land area—49,000 square
miles. The remaining 225,000 Montanans (29
percent of the total population) are scattered over
97,000 square miles (66 percent of the land area).
These geographic and demographic characteristics
have profoundly influenced Montana's banking
structure.
Table 3 presents data for seven major trade areas
and the rest of the state. Tables 4 through 6 provide
further analysis by location. Comparative figures
also are given for banks under some form of m ulti
bank ownership and for unit banks. The definition
of a multi-unit or group bank corresponds to that
used in table 2. Banks under control of a one-bank
holding company or those owned by groups
controlling less than three banks are counted as
unit banks.
Most of the figures related to banks used in tables
3 through 6 are taken from Banks o f the Great
Plains, 7979, published by Sheshunoff and Com
pany, Inc., Houston, Texas. They are based on
Montana banks' statements of condition as of
December 31,1978. The tables are presented as an
aid in discussing the potential impact of bank
branching in Montana. The issues which will be
considered are:
i f How convenient for customers are existing
banking facilities?
2. How are current deposit services priced?
3. How available is credit, and how is it allocated?
4. How efficiently and profitably are the banks
currently operating?
5. Is there evidence of economic concentration?
6. What effect will branching have on Montana's
unit banks?
These issues have been well defined over the years.
However, the available evidence still is affected by
conceptual
difficulties and inconsistencies.
Problems include the definitions of “ local market
area," “ efficiency measurement," and “ areas of
nonprice services" such as convenient locations.
The dialogue thus far has many shortcomings, and
the confusion in findings depending upon the type
of organization (unit, branch, or holding company)
and the relative size classes used in the comparison
8

of each weakens the validity of many of the
conclusions reached by researchers. However, it is
these qualitative and quantitative elements that
provide a logical approach from which to view the
debate on branching.
Convenience of existing facilities. From 1970 to
1978, Montana's population increased about 13
percent. Although this growth is not as spectacular
as in some other states, it has created problems.
Urban areas that were quite small eight years ago
have had spectacular growth. The seven major
trade areas had a combined growth of 16 percent,
while the rest of the state grew only 6 percent (table
3). Many counties either lost population or
experienced no growth.
Montana's unit banking structure makes it
difficult for both unit and group banks to move
with population shifts. This could prohibit them
from serving existing customers and maintaining a
share of the market. However, under existing law,
either unit bank owners or multi-bank owners can
establish new banks. Eleven new banks were started
between 1970 and 1978 in the seven major trade
areas. O f the 87 banks in those areas in 1978,42 were
members of multi-bank organizations and 45 were
unit banks.
Table 3 shows that in the seven major trade areas
combined there is now one bank for every 6,433
people, about the same as in 1970. The highest ratio
is in the Missoula trade area with one bank for every
9,080 people. The lowest is the Kalispell trade area
where there is one bank for every 5,254 people. In
contrast, banks in Montana's rural areas serve an
average of only 3,081 people, less than in 1970. The
decline resulted from an increase in the number of
banks from 64 to 73 between 1970 and 1978. As of
Branch Banking in M o n ta n a /fm /7 W. Erhardt

1978, there were 47 unit banks and 26 banks under
multi-bank ownership in the rural areas.
Table 3 shows that the Missoula trade area
presumably provides the greatest convenience for
bank customers with one bank for every 499 square
miles. The Helena trade area may provide the least
banking convenience among the major areas with
one bank for every 666 square miles. In Montana
outside the seven major trade areas, there is one
bank per 1,319 square miles.
Overall, the figures in table 3 would suggest that
bank facilities in rural areas have increased faster
than population growth; the number of urban
banks has grown at about the same pace as the
population.
It is difficult to determine how much value
should be given to the location and convenience
factor in banking. The evidence presented shows
that rural area banks serve fewer people located in
a greater area, while the urban banks serve a
greater number in a smaller geographic area.
Because of the anticipated cost involved, there is
little incentive for either the group banks or the
unit banks to establish branches in rural Montana.
There might be, however, some reason for the 26
group banks to reduce services at existing
locations, from full service facilities to branches or
receiving offices of a central station.
In national studies, the services and facilities
offered to the public have been shown to increase
under bank branching. However, there is a valid
question regarding the real value of these services
to the community, especially in the future. The

public benefits of having more convenient offices
are obvious, but the impacts of the EFTS (Electronic
Funds Transfer System) as a substitute for more
branches in brick and mortar has as of this time not
been quantified.
Pricing of services. Can one form or structure of
banking provide its services at lower costs than
another? Nationally, studies have shown that the
price of most financial services to the public does
not appear to be higher or lower in either branch or
unit banks. Checking accounts appear to be the
exception since branching seems to bring higher
service charges.
Table 4 shows that in 1978 Montana unit banks
had both the highest and the lowest service charges
on deposits—0.33 percent and 0.18 percent—as
measured by service charges on deposit accounts as
a percentage of total individual, partnership, and
corporation deposits. The unit bank, in the major
trade areas, because of its smaller size, may not be
able to take advantage of the economies of scale
that the group bank has available. In order to
compete and offer similar services, the unit bank
must price those services higher. Conversely, the
demand for many banking services may be less in
the rural areas; consequently, there is no need to
provide and charge for a full range of services. The
consistency of the return of group banks suggests
that they are consistent in pricing deposit services
no matter what the location.
The evidence is inconclusive, then, as to the
effect that branching might have on the cost of
services.
Table 3

Comparison of Banks in Major Trade Areas and Balance of State
Montana, 1970 and 1978
8 1 1 1 in g s

Trade a rea (sq . m l.)
P o p u la tio n
*970
*978
Change
Humber o f banks
1970
*978
Change
Persons p e r bank
*970
*978
Change
B anks/sq, m l . ,

1978

Group banks, 1978
Humber
O eposits ($000)

Percentage o f t o t a l
U n it banks, 1978
Humber
O eposits ($000)

Percentage o f t o t a l

Bozeman

G re a t
F a lI s

B u tte

H e le n a

K a lis p e lI

M ls s o u la

Seven M a jo r
T ra d e A re a s

B a la n c e
o f S ta te

S ta te
T o ta l

1 3,3 *0

3,144

5,442

8,8 7 3

4,6 6 4

6,6 4 0

4,994

49,097

96,490

145,587

112,870
134,000

43,766
53,200

69,531
68,900

94,393
100,100

35,807
44,400

53,905
68,300

72,672
90,800

482,944
559,700

211,465
224,900

694,409
784,600

21,130

9,4 3 4

(631)

5,7 0 7

8,593

76,756

13,435

90,191

9
10

76
87

64
73

140
160

I

1

19
22

9
10

9
10

3

|

t

5,941
6,091

4,8 6 3
5,320

7,726

150

457

606

514

544

14
678,861

5

151,541

4
179,846

87

55

78

6 ,8 9 0

(836)

15
15

6

7

14,395
9
13

|

18,128

20

5,968
6,3 4 3

5,989
5,254

380

375

(735)

(223).

(56)

592

666

5*1

499

564

1,321

910

8

3
165,790

2
130,444

6

436,203

279,278

42
2,021,963

26
523.187

2,545,150

88

87.

44

78

77

40

04

4
77,190

45
620,438

47
787,952'

92
1,408,390

7.2

00

30

8

5

6

124,552

50,547

7
62,213

4
35,466

II
169,129

13

45

27.

12

18

SC
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6,354
6,433

9

6,2 9 3
6,673

101,341

8,075
9,080

1

79

7.7. •

3,304
3 ,0 8 l

4,960
4,904

68

9

Table 4
Service Charges on Deposits as a Return on
Deposits of Individuals, Partnerships, and
Corporations, Montana Banks,
(Year Ending December 31,1978)
S e rvice
Charqes

D eposits

S e rvice Charges
as Percentage
o f D eposits

Group banks
M ajor tra d e areas
Rural areas
T o ta l

SI ,743.348,000
467,939.000
2,211,287,000

$3,671,000
1,072,000
4,743,000

0.21
0 .23
0.21

U n it banks
M ajor tra d e areas
Rural areas
T o ta l

545,905,000
708,988,000
1.254,893.000

1,817,000
1,308,000
3,125,000

0.33
0 .18
0 .25

$3,466,180,000

$7,868,000

0 .23

A11 banks

Source: Sheehunoff: Banka o f th e Great B la in e , 1979 (Texas:
Sheshunoff Company, I n c . , 1979), PP. xvi1, 1-14.

With respect to most pricing (interest rates, etc.)
it is fair to assume that market conditions and the
cost of money—which generally affect all banks in
the same way—will be the major determinants, not
whether the bank is a unit bank or a branch.
Availability and allocation of credit. As an
indication of the willingness to provide credit, total
loans of each group of banks were divided by
domestic deposits (total deposits less foreign
government and foreign bank deposits). Table 5
indicates that unit banks provided the greatest and
the least access to credit, depending upon location.
Unit banks in the major trade areas were 70 percent
loaned out, while their rural counterparts were at
59 percent. A smaller spread is observed between
group banks. Those in major trade areas were
loaned out at 61 percent and those in rural areas at
66 percent.

Table 5
Total Loans as a Percent of Domestic Deposits,
Montana Banks, as of December 31,1978
Domestic' ..
Deposits

10

Total
Loans

Loans as Percentage
o f Deposits

Group bonks
Major erode areas
Rural areas
Total

$2.021,963.000
523.187.000
2.5*5.150.000

$1,2*2,*7*,000
3*2.7(3.000
I.585.237.0OO

61.*
(5 .5
(2 -3

U nit banks
Major trade araas
*u ra l arses
Total

(20,*38,000
787.952,000
$1.*08,390.000

*33.922.000
*(S .9**.000
899.866.000

63-9

(9 .9
59.1

The differences indicate that the unit banks in
major trade areas have more loans per deposits
than the other groups. The explanation could be
that unit banks have a preference for the higher
yields that can be provided through loans rather
than other investments. Conversely, the low rural
loan-to-deposit ratio may indicate a lack of loan
demand to finance growth and improvements in
areas where population is stable or declining, or the
fact that agricultural loans are likely to be at a
seasonal low in December. It also could reflect a
preference for liquidity or investments in
municipals and other government obligations
rather than loans. Overall, there appear to be no
statistically significant differences between group
bank ratios and those of unit banks. Only when
location (urban or rural) is considered does a
difference emerge.
Nationally, research shows that the ability to
move funds efficiently into areas of greater loan
demand would appear to be an advantage of the
branch system. However, a value judgment must be
exercised to determine if it is wise to encourage this
type of transfer. There is very little information
concerning the availability of funds in rural areas
during periods of tight credit. Research on credit
allocation shows that, with the exception of
agricultural loans, branching systems make more
loans than do unit banks. However, loan-to-deposit
ratios are not necessarily the most valid measure of
how well loan demand is being met. The limited
evidence available indicates unit banks can res
pond to loan applicants more quickly with greater
dollar amounts than can branch banks.
It is worth noting that economic conditions in
various geographic areas are likely to have more to
do with the movement of funds and loan-todeposit ratios than whether or not the area is served
by unit or branch banks. It is also true that
differences in bank policy and management affect
how banks respond to loan applicants.
Current operating efficiency and earnings. As a
measure of asset utilization and profitability,
income before securities transactions for the year
ending December 31,1978 was analyzed (table 6).
First, as a measure of efficiency, income as a return
on total assets was compared. Group banks showed
a lower return than unit banks in 1978,1.09 percent
compared to 1.15 percent. These figures and
relationships may vary from year to year as
economic conditions change and the mix between
loans and investment changes and loan rates and
return on investments fluctuate.
In the nation as a whole, operating efficiencies

Branch Banking in M ontana /E m il W. Erhardt

Table 6
Income Before Securities Transactions as a Return on Total Resources, Montana Banks,
(Year Ending December 31,1978)

Income B e fo re Secu r i t i e s T ra n s a c tio r is
Percentage
Amount
o f T o ta l

T o ta l
Resources

P e rce n t R eturn
on Resources

Group banks
M a jo r tra d e areas
R ural areas
T o ta l

$25,095,000
6 ,3 2 7 ,0 0 0
31,422,000

50 .8
12.8
6 3 .6

$ 2 ,3 2 2 ,6 5 6 ,0 0 0
563,924,000
2 ,8 8 6 ,5 8 5 ,0 0 0

1.08
1.12
1.09

U n it banks
M a jo r tra d e areas
Rural areas

8,1 9 3 ,0 0 0
9 ,7 4 8 ,0 0 0

16.6
19.7

688,262,000
871,556,000

1.19
1.12

17,941,000

36.3

1 ,5 5 9 ,8 1 8 ,0 0 0

1.15

$**9,363,000

100.0

$ 4 ,4 4 6 ,4 0 3 ,0 0 0

1.11

T o ta l
A11 banks

Sources: S h esh u n o ff: Banks o f th e G reat P la in s 3 1979 (Texas: S heshunoff Company, In c . ,
1979), and Montana Bank D ir e c to r y , 1979 e d it io n (G e o rg ia : American Bank D ir e c to r y ,
1979).

appear to favor unit banks in sizes of up to
approximately $15 million in deposits. Over this
size level, the evidence indicates branches have an
advantage and that the advantage increases with
the number of offices. Whether this relationship
would exist in Montana must remain a matter of
conjecture.
Economic concentration. One of the greatest
concerns in the branching debate is the degree to
which a concentration of economic power will be
vested in a few hands, and whether the concentra
tion would be great enough to influence the
pricing of services.
Some concentration of deposits and total
resources in Montana banks already exists. Sixtyeight group banks (42 percent of the total) control
65 percent of the total resources (table 2). Although
control is diffused among eight different groups,
the five out-of-state multi-bank groups (46 banks)
control 52 percent of the total resources and the in
state groups (22 banks) control only 13 percent. The
largest interest in the state is held by the First Bank
System, with 26 percent of total bank resources and
9 percent of the banks.
Table 3 shows that within the seven major trade
areas, the eight multi-bank groups control 48
percent of the banks and 77 percent of the total
V m lltl

assets. In the Kalispell trade area, however, 11 unit
banks control 56 percent of the resources, while
two group banks control the other 44 percent.
In the rural areas, the situation is reversed. The 47
urfit banks control 60 percent of the total resources
as compared to the 26 group banks controlling 40
percent.
There have been very few studies on the impact
of the concentration of bank resources at the local
level. Most of the available studies have been
concerned with concentration at the national level.
A change in national branching laws likely would
have a minimal impact on the existing distribution
of bank resources in Montana. There is the
possibility, however, that larger banking interests
might enter into markets where they could exert
undue influence.
Effects on independent unit banks. Current high
interest rates are squeezing bank profit margins to
worrisome levels. In such a setting it is difficult to
generate sufficient capital to support the increases
in deposits and loan demand. It is this capital
squeeze that will have the greatest impact on
Montana's independent unit banks facing the
branching issue. As it becomes increasingly difficult
to generate internal capital, banks must turn to
outside sources and the larger group banks have a
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distinct advantage in raising external capital for
expansion. Although few formal studies have been
done, there are several reasons for this advantage.
First, the larger group banks have easier access to
the capital market than do the small unit banks.
Although bank groups dilute the existing equity
position of present stockholders by issuing more

, tney generally have a market for the stock.
For the unit bank, sale of new stock is difficult if not
impossible unless sold to present shareholders.
Because of current inflation rates, it is doubtful that
even they will want to make a commitment to
purchase more stock.
Second, debt capital has been used in the past to
solve the problem of capital shortage. This ap
proach again is difficult for the independent
banker. Higher interest rates must be paid to attract
investors evaluating competing debt instruments.
Once again, the sale of debt capital by the smaller
unit bank with lower visibility is almost impossible.
Finally, the regulators have yet to determine what
is "adequate capital." One of the reasons group
banks are able to make more loans than unit banks
is the lower capital-to-deposit ratios maintained by
the larger institutions. The unit bank appears to be
required by the banking regulators to tie up
proportionately more capital than its competitors,
thereby increasing the problem of funding expan
sion.
Faced with these alternatives, Montana's unit
bankers have two choices. They can sell out to the
competing bank or groups or they can restrict their
growth to existing capital limits and not attempt to
expand their markets.
Since the advent of the Federal Deposit In
surance Corporation, bank branching seems to
have had little or no effect on the stability of the
U.S. banking system. Recent bank failures can be
attributed more to ineffective management and an
overemphasis on liability management. This trend
applies more to the larger banks competing at
the national and international levels than to the
smaller unit bank.
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Summary
Based on the preceding analysis, the following
conclusions with respect to the impact of branch
banking in Montana can be drawn. First, with
respect to the consumer: branching will offer little,
if any, price savings or expanded services to
Montana's rural bank customers. Because of the

limited number of people spread over a vast
geographic area, the economies of scale necessary
to make branching possible are not attainable. The
urban customer, although benefiting from more
convenient locations to choose from, might face
higher costs of banking services.
Second, the impact on Montana's unit banking
structure: As a result of the evidence reviewed, it is
the conclusion of this writer that to meet the
extended competition some form of expansion is
needed within Montana's seven major trade areas.
However, because the larger group banks have
easier access to the capital market, they are in a
better competitive position than the independent
urban banks.
Banking studies indicate that it is desirable to
have both group and unit banks competing in the
same market place. To prevent inequitable com
petition, it is the responsibility of the legislature and
regulatory agencies to establish parameters that
will allow stable growth of the banking system
within a capital base that maintains its safety and
profitability.
Since regulations apply equally to unit and
branch banks, management could be a principal
factor in varying rates of profitability.
However, no matter what legislation is enacted
by the state, deregulation of the financial sector
from the federal level and a breaking down of the
competitive distinctions among its participants
appear inevitable. Therefore, the banking industry,
and in particular small and medium-sized indepen
dent unit banks, should be reminded that what
works survives, and what functions inadequately
will be replaced by other competitors and dif
ferent laws.
□
Branch Banking in Montana/fm/7 W. Erhardt

Travel and Tourism
Bruce Finnie
T he importance of travel and tourism to M on
tana^ economy has long been a controversial issue.
The lack of up-to-date statistics concerning income
and employment attributable to travel and tourism
has added to the confusion. For example, statewide
employment estimates, from a variety of sources,
indicate that anywhere from 8,500 to over 30,000
Montanans have jobs which are part of the state's
travel and tourism industry. Trying to assess the
industry's economic impact from such imprecise
statistics is indeed confusing. However, a recent
study has made possible some reasonably reliable
estimates concerning the industry, and the statistics
presented here are the best currently available.

Bruce Finnie is an economist with Western
Analysis, Inc., a research firm located in
Helena. He has a Ph.D. in economics from the
University of Nebraska.

The last comprehensive survey of year-round
tourist expenditures in Montana was completed in
1963-64 by the Bureau of Business and Economic
Research at the University of Montana. A Montana
State University study was conducted in 1975, but it
did not include full-season coverage. The Travel
Promotion Unit of the Montana Department of
Highways has made estimates concerning tourist
expenditures, but the methodology used meant
that the figures generally were regarded as im
precise.
The uncertainty concerning the economic
impact of travel and tourism in Montana and in the
other states within the Old West Regional Commis
sion (Nebraska, North Dakota, South Dakota, and
Wyoming) led to the 1979-80 Nonresident Travel,
Tourism, and Recreation Survey, which allows a
more meaningful and accurate definition of travel
and tourism. This article utilizes that survey base,
Montana road use data, and information from the
1977 Census of Transportation and the U.S. Travel
Data Center to arrive at an estimate of the overall

Table 1
Travel and Tourism Employment and Earnings
Montana

Travel

Tourism

T rave 1

Tourism

Resident

1 0 ,1 * 3

3,043.

5 85.9

$25.8

Nonresident

10,185

5.334

86.2

45.1

20,328

8,377

$172.1

$70.9

16,771

6 ,9 1 r

Total
FTE adjusted0

S ou rce :

W estern A n a ly s is ,

I n c . , H e le n a , Montana.

In c lu d e s wages and s a la r ie s , o th e r la b o r Incom e, and p r o p r i e t o r s '
Income.
bThe t r a v e l in d u s t r y in c lu d e s th e to u ris m segment ( t r i p s made f o r
p le a s u re ) and t r a v e l due t o b u s in e s s , t r a n s i t t o o u t - o f - s t a t e
d e s t in a t io n s , com m uting, and o th e r n o n p le a s u re t r i p s .
Assumes a t h i r t y - t h r e e h o u r w ork week in th e t r a v e l and to u ris m
in d u s t r y , w h ic h is th e averag e f o r r e t a i l tra d e and s e r v ic e s .

importance of the industry to Montana in terms of
jobs and income. Both resident and nonresident
travel and tourism will be discussed. For purposes
of this article, the tourism segment will include
those who travel into or within the state for the
purpose of visiting friends or relatives and/or for
recreation or other purposes which could be
defined as for pleasure. In addition to the tourism
segment, the larger travel component also includes
business travel and the travel of those passing
through the state to reach an out-of-state destina
tion.

Why evaluating the industry is difficult
In evaluating the economic impact of travel and
tourism on Montana, the major concern is with
out-of-state travelers and tourists. Their spending
represents new money in the state just as does the
sale of a carload of Montana cattle or lumber to
out-of-state purchasers. But although employment
and earnings data are regularly gathered for
industries such as agriculture and wood products,
the economic influence of the nonresident travel
and tourism sector is difficult to determine.
Employment and earnings data are gathered by
type of economic activity and not by the type of
customer served. For example, a restaurant serves
both in-state and out-of-state residents who may or
may not be travelers or tourists. It is difficult, if not
impossible, to identify which portion of the
employment and earnings generated by such a firm
is attributable to each of these segments.
Although attention often is centered on tourism.
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it is part of the larger travel industry, which as stated
earlier, also includes business-related trips and the
activity generated by those passing through the
state to other destinations. Business trips and cross
state travelers do not constitute tourism in the
strictest sense, but they do generate income and
employment. Furthermore, it is difficult to assess
the nature of travel expenditures for Montana
residents. Since no state level data are available, it
becomes necessary to make certain assumptions
concerning what proportion of Montanans' travel
expenditures are recreational as opposed to travel
for commuting, shopping, etc. As a result some
measure of estimation must be employed.

Economic impact o f travel and tourism
The information made available by the 1979-80
Nonresident Travel, Tourism, and Recreation
Survey shows that in 1979 approximately 3.5 million
nonresident visitors came to Montana. They spent
nearly $500 million. Resident travel expenditures in
1979 generated another $400 million. Combining
the resident and nonresident components,
travelers and tourists spent almost $1 billion in
Montana. That spending supported about 20,000
jobs and led to $172 million in earnings for Montana
workers (table 1). These figures are equal to 5.8
percent of total employment and 3.9 percent of
total earnings in 1979.
The travel industry is comprised of a variety of
economic sectors including transportation; retail
trade firms such as service stations and eating and
drinking establishments; service industries such as
hotels and motels and auto repair; and various
recreation activities. The travel industry, as noted
above, is larger than the tourism industry since it
includes all forms of travel. Tourism, more narrowly
defined, consists of travel primarily for pleasure
and is estimated to account for approximately 40
percent of the total travel industry. Tourism, both
resident and nonresident, provided over 8,000 full
and part-time jobs and about $71 million in
earnings (table 1). Unless otherwise noted, this
article will refer to the entire travel industry.
Table 2 provides an indication of the overall
economic significance of nonresident travel and
tourism relative to other economic sectors within
Montana. Nonresident travel accounts for 2.9
percent of total employment and 1.9 percent of
total earnings in Montana. Among the industries
which constitute the state's economic base — the
basic or export industries — nonresident travel is
responsible for 10.0 percent of employment and 5.4
Travel and Tourism in M o n ta n a /B ru c e Finnie

percent of earnings. In each case, tourism alone
provides more than half of the total nonresident
travel contribution.
A further comparison indicates that although
businesses serving nonresident travelers provide
more jobs than mining and railroads and about the
same number as wood products, total earnings of
workers serving travelers and tourists are the
smallest of workers in any basic industry.
Table 2
Employment and Earnings in Selected Industries
Montana, 1979

Sector
Basic In d u s trie s , to t a l
A g ric u ltu re
M ining
Heavy c o n s tru c tio n
Wood products
Other m anufacturing
Railroads
fe d e ra l government
Nonresident tra v e l
Tourism
Other tra v e l
D e riv a tiv e in d u s trie s ,
to ta l
R e ta il tra d e and
s e rv ic e s , except
tra v e l
Resident tra v e l
Tourism
Other tra v e l
C o nstruction , except
heavy
S ta te and lo c a l
government
A ll Other in d u s trie s
T o ta l

Sources:
Bureau o f
D iv is io n ,
A n a ly s i* ,
Note:

--------- employment — - —

. . . . . . . E a rn in g s ------------

Thousands
o f Workers

M illio n s
o f P o lla rs

101.5
32.2
7 .6
3.9
10.9
16.0
7 .4
■ 13.3
10.2
5-3
4 .9

rn v m ta a f
o f T o ta l

Percentage
o f T o ta l

28.9
9 .2 ;
2 .2
1.1
3 .1
4.C
2.1
S.8
2 .9
1.6
1 .4

1,602.0
246.7
200.1
94.9
196.4
292.3
168.6
316.8
86.2
45.1
41.1

S t.I
5 .6
4.6
2.1
4.4
6.6
S.8
7.1
1.3
1.0
0 .9

249.5

71.1

2,837.0

83.9

11 4 .1
10.I
3 .0
7.1

32,5
2 .9
0 .9
2 .0

1,355.7
85.9
25.8
60.1

SOit
7.9
0 .8
1.4

11.4
56.8

3 .2 . ...
IB .2

261.5

5.9

605.3

18.6

57.1

18.2

528.6

11.9

351.0

100.0

4,439.0

100.0

Regional Economics in fo rm a tio n System, U.S. Department o f Commerce.
Economic A n a ly s is . Research and A nalysis S ection, Employment S e cu rity
Montana Department o f ta b o r and In d u s try , Helena, Montana. Western
In c . , Helena, Montana.

D e ta il may n o t add to t o ta ls due to rounding.

Most travel and tourism expenditures, including
those made by residents, are estimated to take
place in a relative handful of Montana counties.
Nearly 80 percent of total travel employment is
found in ten Montana counties (table 3).
Yellowstone County tops the list, but the overall
effect of the travel industry in that county is less
important than in other counties due to the large
numbers of jobs generated by other industries in
the Billings area. Nevertheless, travel employment
is significant in Yellowstone County because of its
proximity to tourist destination centers and the
relatively numerous business-related trips made to
Billings. Although Gallatin, Glacier, Park, and
Madison counties have less employment due to the
travel industry, its impact is far greater. For
example, 21.0 percent of Glacier County's total
employment is attributable to travel and tourism
whereas in Yellowstone County the figure is 5.7
percent.
E E
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Table 3
Travel and Tourism Employment and Earnings
Selected Montana Counties
1979
—- —

Employment —— —

E a rn in g s

Number o f
W orkers

P e rce n ta g e
o f T o ta l

M illio n s o f
Pol la r s

Y e llo w s to n e
G a lla t in
F la th e a d
Cascade
M is s o u la

3 ,0 2 6
2,582
2 ,0 7 0
I,7 0 b
1,620

5 .7
1.1.8
9 .8
5 .3
4 .7

2 5 .6
2 1 .9
17.5
14.4
13.7

Lew is and C la r k
B u t t e - S liv e r Bow
G la c ie r
P a rk
Dawson

1 ,3 6 0
1,309
I , 066
638
542

6 .9
7 .7
8 1 .0
1 1 .3
9 .9

11.5
II.I
9 .0
5 .4
4 .6

344
323
312
303
303

4 .0
5 .5
6 .4
7 .8
6 .2

2 .9
2 .7
2 .6
2 .6
2 .6

264
261
243
225
195

4 .1
1 0 .4
8 .7
4 .2

2 .2
2 .2
2 .1
1 .9
1 .7

H ill
R ic h la n d
C u s te r
Beaverhead
Fergus
R o o s e v e lt
L in c o ln
M adison
P h illip s
V a lle y
A l l o th e r
T o ta l

1 ,6 3 8

2 .0

13.9

2 0 ,3 2 8

6 .8

172.1

S ources: Research and A n a ly s is S e c tio n , Employment S e c u rity
D iv is io n , Montana D epartm ent o f Labor and I n d u s t r y , H elena,
M ontana. W estern A n a ly s is , I n c . , H e le n a , Montana.
N o te s : E a rn in g s d e t a i l may n o t add to t o t a l due t o ro u n d in g .
Because n o e s tim a te s o f t o t a l e a r n in g s by c o u n ty a r e y e t
a v a ila b le . I t is n o t p o s s ib le t o compute p e rc e n ta g e o f t o t a l
e a rn in g s a t t r i b u t a b l e to tr a v e l and to u ris m .

Characteristics o f the nonresident traveler
As indicated earlier, approximately 3.5 million
visitors came to Montana in 1979, down somewhat
from previous years. Unfortunately, lack of data on
travel by bus, rail, and air makes it difficult to
measure accurately changes in nonautomobile
traffic. Estimates of the number of bus, rail, and air
travelers were made for 1979 and the numbers are
assumed to have been the same in 1977 and 1978
(table 4).
Table 4
Characteristics of Nonresident Visitors to Montana
1977-1979
Mode o f
T ra n sp o rta tio n
Number o f v is it o r s
Automobile
Bus
R o ll
A ir
V is it o r days
Expenditures*’

Source:

1977

J2Z®

1321

Paraent Change
J877-1979-----

4,194.569

3.909,577

3,474,106

-1 7 .2

3,697,421
109.608*
71,175*
316,365*

3.412.429,
109,608*
71.175*
316,365

*.9 9 4 .7 5 2 ,
109,608*
53.381,
316,365

0.0
-2 5 .0
. 0.0

20,008,094

18,648,682

16,571,486

-17.2

$586,800,000

$546,500,000

$485,700,000

-1 7 .3

Western A n a ly s is , I n c ., Helene, Montana.

Note: Includes e l l types o f v is it o r s : to u r is ts (those tra v e lin g p r im a r ily fo r
p le a s u re ), business tra v e le rs , and those tra v e lin g through Hontana to reach an
o u t- o f- s ta te d e s tin a tio n ,
'Assumed co n sta n t.
Not p ric e adjusted.
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Table 5
Characteristics of Nonresident Visitors
to Montana
1979
P e r c e n ta g e o f T o t a l
N o n r e s id e n t T r a v e l

P u rp o s e o f T r a v e l

A ll

5 2 .4

t o u r is m

2 2 .6
2 9 .8

V i s i t i n g f r i e n d s and r e l a t i v e s
R e c r e a tio n o r o t h e r p le a s u r e
B u s in e s s

2 0 .4

P a s s in g th r o u g h t o o t h e r d e s t in a t io n s

2 7 .3

1 0 0 .0

T o ta l

S o u rc e : •' O ld W e s t R e g io n N o n r e s id e n t T r a v e l , T o u r is m , a n d
R e c r e a t i o n S u r v e y , p re p a re d b y O b iin g e r - M c C a le b , D e n v e r,
C o lo ra d o , f o r th e O ld W est R e g io n a l C o m m is s io n . R a p id C i t v .
S o u th D a k o ta , 198 0.
N o te :

D e t a il may n o t add t o

t o t a l d ue t o

r o u n d in g .

Table 6
Characteristics of Nonresident Visitors
to Montana
1979
T r a n s p o r t a t io n

-------------------------

H r o m to a . o f T o ta l

P *r r a r t y

A utom obile

2 .5 6

A ir

1-36

N o n re sid e n t T ra o e l
ggmS
9-J

M3

Bus
R o ll

3>2

2 .2 1 *
Average

2.31

T o ta l

JQO.O

Source: O ld Vent Region H onrooulent T ra v e l Tc <risn, and R e cre a tio n S urvey,
prepared by O biInger-M cC aleb, Denver, Colorado,
f o r th e Old West Regional ‘
Commission, Rapid C it y , South Oakota, 1980.
Mot s t a t i s t i c a l l y s ig n if ic a n t .

Table 7
Characteristics of Nonresident Visitors
to Montana
1979
S e rvice Used
H ote l/m o te l
Campgrounds
E a tln g /d rin k in g
G roceries
S p o rtin g goods
G a s/se rvice s ta tio n s
Amusement/recreat ion
Other
T o ta l

Average Expenditure
Per Day

Percentage o f T o ta l
n o n re sid e n t T ra v e l Spending

S 15.6b
M 3
16.72
3.58
1.17
18.72
3.62
7.12
S 67.70

S S .l

I,?

24.7

i.?
1 0 0 .0

SVo * 1 . Tourism, and R ecreation S urt
prepared by Obi nger-HcCaleb, Oenver, Colorado, fo r the Old West Regional
C o ro .s s io n , Rapid C it y . South Dakota, I98O.
9 onal
Mote:
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If the automobile count data are correct, and
there is every reason why they should be, the
number of nonresident visitors declined about 17
percent between 1977 and 1979, the year of the gas
shortage. Although traffic data at the external
(border) counters indicate very little change in
overall activity, the percentage of nonresidents
compared to total traffic has been falling since 1977.
In that year about 29 percent of all travelers were
nonresident while in 1979 the figure had declined
to 24 percent of the total traffic (excluding
commercial trucking and buses) at the border
stations. The estimates of nonresident visitors and
visitor days are shown in table 4.
Estimates of visitor days were based on an
average length of stay of 4.77 days and total
expenditures were determined based on an
average expenditure of $67.70 per day per respon
dent. Other pertinent data from the recent Old
West Regional Commission survey of nonresidents
in Montana are provided in tables 5, 6, and 7.

Characteristics o f tourism employment
Travel and tourism employment in Montana is
concentrated in the retail trade and service sectors,
particularly in hotels and motels. These jobs are
predominately held by women (64 percent), tend
to be low paying (1979 average wage of $4.70/hour)
and are often part-time (the 1979 average was
thirty-three hours per week). Although no oc
cupational data are available for the travel or
tourism industry specifically, most of the travelrelated jobs could be classified as unskilled. A
comparison of hourly wage rates in tourism and
other industries appears in table 8.
In addition, most travel-related jobs are very
seasonal, as table 9 indicates. “ Seasonality” is
defined as the total percentage deviation of high
and low monthly employment figures from the
average yearly employment level. The data are
from the Montana Department of Labor and
Industry for the years 1960-1975. Hotels had the
highest yearly fluctuation, with a seasonality figure
of 55 percent. Other sectors influenced by travel
and tourism are noted in the table, especially eating
and drinking establishments.
Large seasonal variations in employment mean
that substantial numbers of workers in that industry
will be unemployed during part of the year; this
results in a higher annual unemployment rate.
Travel-related activities, although increasing in the
winter season, still are concentrated in the summer
months as a result of both climate and custom.
Travel and Tourism in M o n ta n a /B ru ce Finnie

Table 8

Table 9

Average Hourly Earnings of Workers
in Selected Industries
Montana, 1979

Seasonality Comparison of Selected Industries
Montana
1960-1975
(In Percentages)

H o u r ly
Wage

S o u rc e :
R e s e a rc h a nd A n a ly s is S e c t io n , E m p loym en t S e c u r it y
D i v i s i o n , M o n ta n a D e p a rtm e n t o f L a b o r a nd I n d u s t r y ,
H e le n a , M o n ta n a .
E s tim a te d b y W e s te rn A n a ly s is ,

I n c . , H e le n a , M o n ta n a .

Current issues
According to the U.S. Travel Center in Washington,
D.C., travel costs in the United States increased
approximately 30 percent between 1977 and 1979.
The figures for 1980 are not available yet, but they
are expected to show a percentage increase nearly
twice the inflation rate for the year, as gasoline
prices rose by nearly 50 percent.
Increasing costs and the concern over fuel
availability in 1979 resulted in a substantial down
turn in out-of-state as well as in-state travel to
Montana's primary recreation sites. For example,
yearly traffic at West Yellowstone declined by 11
percent in 1979. The 1980 national picture, while
better, nevertheless reflects a growing concern
among Americans with the costs of long-distance
vacation travel. This concern could create signifi
cant problems for Montana since the state is far
removed from the nation's population centers. On
the basis of proximity to national population,
Montana ranks forty-third of the forty-eight
continental states. On the basis of nearness to
regional population centers, Montana ranks last
among the forty-eight states. Montana could be the
state most affected in terms of its travel industry, if
major fuel shortages occur.
Because of this, the future of Montana's travel
and tourist industry is uncertain. "D rive-through"
tourists, who tend to be less affluent than the "flyin" traveler, will probably travel less often, and
drive shorter distances when they do. Because of
M O N T A N A BUSINESS Q U AR TER LY/W inter 1980

In d u s tr y

M o ntana S e a s o n a lit y
In d e x

H o t e ls a nd m o te ls
C o n s t r u c t io n
E a t in g a nd d r in k in g e s ta b lis h m e n t s
R e t a i l , g e n e r a l m e rc h a n d is e

55
50
29
23

F e d e ra l g o v e rn m e n t
011 a nd g a s
Food a nd k in d r e d p r o d u c t s
Lum ber and wood p r o d u c ts

22
22
20
20

O th e r d u r a b le s
C o a l a nd n o n m e ta l l i e
P r im a r y m e ta ls
B u ild in g , f u r n it u r e

19
18
15
14

O th e r t r a n s p o r t a t i o n
A u to m o tiv e
Food s t o r e s
M e ta l m in in g

12
11
10
8

R a ilr o a d s
S ta t e a nd lo c a l g o v e rn m e n t
C o m m u n ic a tio n s a nd u t i l i t i e s
O th e r n o n d u ra b le s

8
8
7
7

O th e r s e r v ic e s
W h o le s a le t r a d e
F in a n c e , in s u r a n c e , and r e a l e s t a t e

7
7
6

S o u rc e :
U nem ploym ent i n M o n ta n a , O f f i c e o f Commerce and
S m a ll B u s in e s s D e v e lo p m e n t, O f f i c e o f th e G o v e rn o r, H e le n a ,
M o n ta n a , 1978.
N o te :
S e a s o n a lit y i s d e f in e d a s th e t o t a l p e r c e n t d e v ia t io n
o f h ig h and lo w m o n th ly em p loym en t f ig u r e s fro m th e a v e ra g e
y e a r ly em p loym en t l e v e l .

Montana's remoteness from the nation's popula
tion centers, the state will probably continue to
experience a decline in this type of travel.
On the other hand, convention and destination
type travel seems to be holding up well, and may
even increase. Convention and destination resort
travelers tend to be more affluent, and may be
traveling on expense accounts. In general, they
appear to be less affected by high fuel costs and/or
the recession than the "drive-through" tourist
traveling across country by automobile. Montana
has several destination resorts, and numerous cities
in the state have convention facilities. Increased
emphasis on marketing the state to this type of
traveler could help offset the effects of declining
automobile travel.
□
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Preliminary 1980 C ensus C ounts
for Montana
^^o n ta n a had some 89,000 more residents in 1980
than 1970, and 72 percent of those additional
residents live in Flathead, Gallatin, Lewis and Clark,
Missoula, and Yellowstone counties. According to
the preliminary 1980 Census counts for Montana,
thirty-five Montana counties gained population
during the 1970s, while twenty-one counties have
fewer residents than they did ten years ago.
The tables that follow present the preliminary
counts of residents and housing units in Montana
counties and incorporated places as reported in the
1980 Census, along with the comparable data for
1970. As of the April 1,1980, census date, Montana
had 783,674 residents, or almost 13 percent more
than in 1970. This is a significant increase when
compared to the roughly 3 percent increase that
occurred during the 1960s. Also significant is the
growth in the number of housing units during the
1970s; Montana reported about 32 percent more
housing units in 1980. The housing unit data should
be used with caution, however, because they
mclude vacant as well as occupied housing units.
Montana's seven most populous counties — the
predominately urban counties in the state —
together account for about 56 percent of the state's
?n7P« o t,0n'J he ,argest is Ye,,owstone County with
, a -5i f t S ^ entS' ° r a*Dout 23 percent more than it
crkJ? 1S ° L F° Ur ° f the SCVen counties experienced
slightly higher rates of population growth (roughly
?? 32 P®rcent) during the 1970s: Flathead (with
51,462 residents in 1980), Gallatin (42,821 residents),
™
n d . ? ark (43'053 res'dents), and Missoula
(75,432 residents). In contrast, two of the largest
18

counties in the state actually lost population during
the 1970s: Cascade County, with 80,639 residents,
declined about 1 percent during the decade; and
Butte-Silver Bow County (formerly Silver Bow
County), with 37,930 residents in 1980, declined
almost 10 percent.
The less-populated counties predominate in the
more rural eastern part of the state. Petroleum
County has the fewest residents — 657 in 1980,
roughly 3 percent fewer than in 1970. Six other
Montana counties east of the Continental Divide
also reported fewer than 2,000 residents in 1980:
Carter (with 1,800 residents), Garfield (1,649
residents). Golden Valley (1,017 residents). Prairie
(1,833 residents). Treasure (981 residents), and
Wibaux (1,479 residents). While the more rural
eastern counties tend to be smaller, some of them
experienced substantial rates of population growth
during the 1970s. Rosebud County in particular,
where much coal development has occurred,
reported less than 10,000 residents in 1980 but an
increase of slightly over 65 percent from 1970; this
was the highest rate of increase recorded for any
county in the state.
The Census Bureau will issue detailed reports of
the 1980 Census results throughout the coming
year, and the staff of the Bureau of Business and
Economic Research will pass along highlights of this
information to Quarterly readers. The information
will cover general population and housing
characteristics as well as specific social and
economic characteristics of Montana residents.

□

Table 1

Preliminary 1980 Census Counts lor Montana

D illo n
Lima

Big Horn County
Hardin
Lodge Grass

3 ,9 80
271

4 ,5 4 8
351

- 1 2 .5
- 2 2 .8

1 ,6 9 6

11,083

10,057
2 ,7 33
806

1 0 .2
2 0 .3
-3 .7

6 ,7 2 7
1,813
1,094

3 ,2 8 8

776

1,675
156

1 .3
3 .8

3,862
1,358
215

2 ,9 0 0

3 3 .2
3 7 .2
3 .9

3 .9
-8 .3
-7 .7

2 ,5 70
795
397

2 ,3 8 2
696

391

7 .9
1 4 .2
1 .5

925
487

57.1
3 5 .1

2 9 .4
4 2 .9
1 9 .3
4 3 .7
4 3 .5
1 1 .0

162

990
207

B la in e County
Chinook
Harlem

6 ,9 9 0
1,662

Broadwater County
Townsend

3,263

2 ,5 26
1,371

2 9 .2
IS .7

1,453

1 ,5 8 6

Carbon County
Bearcreek
B rid g er
Fromberg
J o li e t
Red Lodge

8 ,0 8 1

7 ,0 8 0

31
717
364
412
1,844

14.1
9 6 .8
1 .0
29.1
4 0 .3
2 .7

4 ,3 60
30
346
204
274
1,103

3,369

61
724
470
578
1,893

C a rte r County
Ekalaka

1 ,8 0 0

1,956
663

-8 .0
-7 .2

798
313

761

32,155
343
315
23,925
164

27,190

Cascade County
B e lt
Cascade
G reat "Fal Is
N e ih a rt
Chouteau County
Big Sandy
F o rt Benton
G erald i ne

Custer County
Ismay
M ile s C ity

D aniels County
F la x v i1le
Scobey
Dawson County
G lendive
Ri chey

1 ,0 1 0

615

658

21
290

142
191
994

292

4 .9
7 .2

1 8 .3
4 7 .8
1 8 .4
1 5 .3
4 2 .6

80,639
819
774
56,563
91

81 ,80 4
714
60,091
109

-1 .4
2 4 .8
8 .4
- S .9
-1 6 . S

6 ,0 9 0

836
1,697
307

■6,473
827
1,863
370

-5 .9
1.1
-8 .9
- 1 7 .0

2,669
368
716
150

2 ,6 25
343
146

1 .7
7 .3
2 .9
2 .7

13,070
32
9 ,5 86

12,174
40
9 ,0 23

7 .4
- 2 0 .0
6 .2

5 ,4 59

4,356
15
3,403

2 5 .3
3 3 .3
2 2 .4

2 ,8 26
142
1,385

3,083
185
1,486

-8 .3
- 2 3 .2
-6 .8

1,301
68
658

1,281
75
593

1 .6
-9 .3
1 1 .0

1 1 ,8 5 0

11,269
6 ,3 05
389

5 .2
-4 .3
6 .2

4,638
2,483
171

3,755
2,203
152

2 3 .5
1 2 .7
1 2 .5

6,031
413

656

20

4,166

23 2
266

20,755
115

696

Source: U .S . Bureau o f the Census (Washi ngton, D.C. )
*
Includes occupied and vacant housing uni t s .
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Table 2
Preliminary 1980 Census Counts for Montana
— -------- Tota 1 Population
P re lim in a ry
1980
Deer Lodge County (now:
County)
Anaconda-Deer Lodge
F a llo n County
Baker
Plevna

Fergus County
Denton
Grass Range
Lewis town
Moore
Wini fred

1970

Anaconda-Deer Lodge
15.652
12.507
12.507
15.652

3,769
2,357
190

13,052
356
137
7,079
229

155

4,050
2 ,5 84
189

1 2 ,6 1 1

398
181

6 ,4 37
219
190

Flathead County
Columbia F a lls
K ali s p e l1
Wh i t e f i sh

51,462
3,103
10,299
3,582

39,460

G a lla t in County
Belgrade
Bozeman
Manhattan
Three Forks
West Yellowstone

42,821
2,342
21,611
987
1,245
732

32,505
1,307
18,670

G a rfie ld County
Jordan

-------- T o ta l 1housing Uni t s * ---------P e rc e n t
Chancre

P re lim in a ry
1980

1970

- 2 0 .1
- 2 0 .1

5 .1 89
5.189

5 .1 50
5 .1 50

0 .8
0 .8

1,519
983
84

1,357
864

1 1 .9
1 3 .8
-4 .5

5,381
168

4 ,7 3 8
158
65
2 ,5 39
76

-6 .9
-8 .8 .
0 .5

3 .5
- 1 0 .6
- 2 4 .3
1 0 .0
4 .6
- 1 8 .4

81

2,930
96
79

88

P e rc e n t
Chanqe

80

1 3 .6
6 .3
2 4 .6
1 5 .4
2 6 .3
-1 .2

14,098
845
3,955
1,225

5 6 .8
3 7 .4
1 6 .4
3 3 .5

3 0 .4
1 7 .0
-2 .2
7 .0

2 2 ,1 0 0

17,150
865
7,951
402
553
432

10,761
422
5,736

756

3 1 .7
7 9 .2
1 5 .8
2 1 .0
4 .8
-3 .2

446
354

5 9 .4
1 0 5 .0
3 8 .6
3 5 .8
2 4 .0
2 2 .0

1,649
482

1,796
529

-8 .2
-8 .9

866

241

732
241

1 8 .3
0 .0

G la c ie r County
Browning
Cut Bank

9 ,6 62
1,226
3,698

10,783
1,700
4,004

- 1 0 .4
- 2 7 .9
-7 .6

3 ,7 48
420
1,575

3 ,4 58
491
1,445

8 .4
- 1 4 .5
9 .0

Golden V a lle y County
Lavina
Ryegate

1,017
164
277

931
169
261

9 .2
-3 .0
6 .1

467
91
131

366
75
115

2 7 .6
2 1 .3
1 3 .9

G ra n ite County
Drummond
Phi 1i psburg

2,691
410
1,131

2,737
494

1,630

1,345

1 ,1 2 8

-1 .7
- 1 7 .0
0 .3

186

208

503

421

2 1 .2
- 1 0 .6
1 9 .5

17,931
10,842
182

17,358
10,558
262

3 .3
2 .7
- 3 0 .5

7 ,1 54
4,400
101

5,843
3 ,5 86
95

2 2 .4
2 2 .7
6 .3

7.040
1,439
1.040

5 ,2 38
1,342
1,035

3 4 .4
7 .2
0 .5

2 ,8 6 6

1 ,5 6 6

533
489

331
393

8 3 .0
6 1 .0
2 4 .4

H i l l County
Havre
Hi ngham

J e ffe rs o n County
Boulder
Wh i te h a 11
Source:

2 ,6 5 2

10,526
3 ,3 49

81 6
1 ,1 8 8

U.S. Bureau o f the Census (Wash in g to n , D .C .)

1,161
4,602
1,635

296

Includes occupied and vacant housing u n its .
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Table 3
Preliminary 1980 Census Counts lor Montana
------------ T o ta l P o p u la tio n --------------

--------- T o ta l Housing U n its

P re lim in a ry

P re lim i nary

1980

1970

2 ,6 3 6
253
595

2 ,6 67
192
505

Lake County
Po1son
Ronan
S t. Ig n a tiu s

1 9 ,0 9 8

Lewis and C la rk County
East Helena
Helena

P e rc e n t
Change

*
P e rc e n t
Change

19 80

1970

-1 .2
3 1 .8
1 7 .8

1,357

1,115
90
216

2 1 .7
2 8 .9
3 1 .5

3 2 .2
1 5 .3
1 3 .4
-5 .5

9,031
1,363
669
|||

5 ,9 27

871*

11*,1*1*5
2,1*61*
1 ,3 *7
925

511
289

5 2 .4
4 1 .7
3 0 .9
1 8 .0

1*3,053
1,61*3

33,281
1,651

2 3 ,8 1 8

2 2 ,7 3 0

2 9 .4
0 .5
4 .8

18,521*
659
10,131

12,359
521*
8 , 01*8

4 9 .9
2 5 .8
2 5 .9

L ib e rty County
Chester

2 ,3 2 2

2 ,3 59
936

- 1 .6
1 .8

1,151
1*62

792
329

4 5 .3
4 0 .4

L in c o ln County
Eureka
Libby
Rexford
Troy

17,731
1,127
2,71*8

18,063
1,195

6 ,9 5 7
1*1*8

10 6
1 , 081*

2i*3
1 , 01*6

-1 .8
-5 .7
- 1 6 .4
- 5 6 .4
3 .6

5,907
398
1,065
85
399

1 7 .8
1 2 .6
3 .4
-4 5 .9
4 .8

McCone County
C ir c le

2 ,7 07
933

2 ,8 75
961*

-5 .8
-3 .2

1,117

1,055
31*1*

5 .9
21.5

Madison County
Ennis
Sheridan
Twin Bridges
Vi r g in ia C ity

5,1*37
660
61*1
1*37
193

5,01l*
501
636
613
11*9

8 .4
3 1 .7
J .8
- 2 8 .7
2 9 .5

2 ,7 39
313
295
233
123

2 , 11*1

2 7 .9
2 0 .8
7 .3
1 4 .2
4 8 .2

Meagher County
W hile Sulphur Springs

2,11*5

2 ,1 2 2
1 ,2 0 0

1.1
8 .2

1,198
572

1,01*3

1 ,2 9 8

M ineral County
A1berton
S u perior

3,671*
379
1,052

2,958
363
993

2 4 .2
4 .4
5 .9

1,61*1
179
1*39

1,083
135
362

5 1 .5
3 2 .6
2 1 .3

75,1*32
33 ,02 7

58,263
29, **97

2 9 .5
1 2 .0

30,205
l i* ,l *00

18,891
10,313

5 9 .9
3 9 .6

M 17
237

3,73i*
227

2 ,1 1 2

2 ,1 1 6

1 8 .3
4 .4
0 .2

2,037
85
1,079

1,577
87
91*9

2 9 .2
-2 .3
1 3 .7

1 2 ,6 8 2
28 2

11,197
21*1*
6,883

1 3 .3
1 5 .6
1 .7

5,978
119
3,132

i*, 61*8

28.6s
45.1
1 1 .3

J u d ith Basin County
Hobson
S tanford

M issoula County
M issoula

M usselshell County
Mel stone
Roundup

Park County
Clyde Park
Li v i ngston
Source:

2,81*0
1 ,5 2 8

953

6 ,9 98

3 ,2 8 6

116

281*

1 ,1 0 1
1*6
1*18

1*18

962

259
275
201*
83

510

82

1 4 .9
1 2 .2

2,815

U.S. Bureau o f the Census (Washington, D.C. )

Includes occupied and vacant housing u n its .
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Table 4

Preliminary 1980 Census Counts for Montana
------------Tota il Population
P re lim in a ry

— -----T o ta l

1980

1970

P e rc e n t
Change

657
209

675
271

P h illip s County
Dodson
M alta
Saco

5,357
159
2,365
251

Pondera County
Conrad
V a li e r

Hous i ng U n its * ----------

P re lim in a ry

P e rc e n t
Change

19 80

1970

-2 .7
- 2 2 .9

306
116

269

5 ,3 86
196
2,195
356

0 .5
- 1 8 .9
7 .7
- 2 9 .5

2,514
79
1,029
150

2,153
875
154

1 6 .8
-2 .5
1 7 .6
-2 .6

6,735
3,074
638

6,611
2,770
651

1 .9
1 1 .0
-2 .0

2 ,7 00
275

2 ,2 67
977
229

19.1
3 2 .7
20.1

Powder R iv e r County
Broadus

2,523
715

2,862
799

- 1 1 .8
- 1 0 .5

1,123
337

962
294

1 6 .7
1 4 .6

Powel1 County
Deer Lodge

6,939
4 ,0 1 1

6,660
4 ,3 06

4 .2
-6 .9

2,795
1,665

2,453
1 ,482

1 3 .9
1 2 .3

Prai r ie County
T erry

1,833
927

1,752
870

4 .6
6 .6

805
408

706
383

1 4 .0
6 .5

R a v a lli County
Darby
Hami1ton
S te v e n s v i1 le

22,427
577
2,657
1,187

14,409
538
2,499
829

5 5 .6
7 .2
6 .3
4 3 .2

9 ,1 1 8

275
1,373
498

5,333
198
1,116
'343

7 1 .0
3 8 .9
2 3 .0
4 5 .2

Richland County
Fa i rv i ew
Sidney

12,225
1,351
5,723

9 ,8 37
956
4,543

2 4 .3
4 1 .3
2 6 .0

4,676
531
2 ,2 96

3,514
360
1,637

33.1
4 7 .5
4 0 .3

Roosevelt County
B a in v i1le
Brockton
Culbertson
Froid
Poplar
Wolf Point

10,446
246
375
885
323
987
3,073

10,365
217
401

0 .8
1 3 .4
-6 .5
7 .8
- 2 .1
- 2 8 .9
0 .7

3,814
103
92

3,386

382

298

143
388
>,251

133
435
1,085

1 2 .6
2 5 .6
3 .4
2 8 .2
7 .5
- 1 0 .8
1 5 .3

Rosebud County
Forsyth

9,965
2,550

6 ,0 3 2

1,873

6 5 .2
36.1

3,787
1,053

2 ,0 55
768

8 4 .3
3 7 .1

Sanders County
Hot Springs
P lain s
Thompson F a lls

8,559

7,093
664
1,046
1,356

2 0 .7
-8 .7
2 .9
8 .4

3,762
312
443
615

2,833
470
372

3 2 .8
- 3 3 .6
19.1
2 2 .5

Petroleum County
Wi n n ett

Source:

606

1,076
1,470

821

330
1,389
3,095

1 ,2 9 6

122

81

82

89

50 2

1 3 .8
-4 .9

U.S. Bureau o f the Census (Washi ngton, D .C .)

Includes occupied and vacant housing uni t s .
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P re lim i nary
1980

Sheridan County
M edicine Lake
Outlook
Plentywood
Westby

5,391
407
122

2,1*55
291

S ilv e r Bow County (now B u tt e -S ilv e r Bow
County)
37 ,93 0
B u tt e -S ilv e r Bow
37 ,04 4
W a lk e rv i1le
886

1970

P e rc e n t
Change

P re lim in a ry
19 80

1970

2 ,0 8 6

P e rc e n t
Change

63
1,044

164
51
841

136

100

1 5 .7
2 0 .7
2 3 .5
24.1
3 6 .0

- 9 .6
-9 .4
-1 9 .2

1 6 ,0 0 6

15,631
15,236
395

2 .4
2 .6
-3 .5

1,959
476

3 6 .7
2 5 .8
6 .6
1 6 .0

5 ,7 7 9
393
153
2,381
287

-6 .7
3 .6
- 2 0 .3
3 .1
1 .4

2 ,4 13

41,981
40 ,88 4
1,097

198

15,625
381

S t i l l w a t e r County
Columbus

5 ,5 97
M 36

4 ,6 3 2
1,173

2 0 .8
2 2 .4

2 ,6 7 8

Sweet Grass County
Big Timber

3 ,2 1 1
1 ,6 8 8

2 ,9 8 0

7 .8
6 .0

1,478
792

1,387

Teton County
Choteau
Dutton
F a ir fie ld

6 ,4 8 5
1,789
361
655

6 ,1 1 6
1,586
415

6 .0
1 2 .8
- 1 3 .0
2 .7

2 ,7 36
827
176
314

2 ,2 65

266

2 0 .8
2 5 .3
8 .6
1 8 .0

Toole County
Kevin
Shelby
Sunburst

5 ,5 68

5 ,8 39

211

250

3 ,1 47
476

3,111
604

-4 .6
-IS .6
1 .2
-2 1 .2

2 ,4 18
103
1,351
220

2,163
95
1,184
203

1 1 .8
8 .4
14.1
8 .4

981
449

1,069
373

-8 .2
2 0 .4

461
195

448
162

2 .9
2 0 .4

10,249
4 ,4 58
496

11,471
4 ,7 0 0
513
306

5 ,6 09
1,992
241
109

5 ,2 89

210

-1 0 .7
-5 .1
-3 .3
- 3 1 .4

206
125

6 .1
9 .5
1 7 .0
- 1 2 .8

Wheatland County
Harlowton
Judi th Gap

2 ,3 52
1,178
211

2 ,5 29
1,375
160

-7 .0
- 1 4 .3
3 1 .9

1,135
591
90

1,009
605
54

1 2 .5
-2 .3
6 6 .7

Wibaux County
Wi baux

1,479
784

1,465
644

1 .0
2 1 .7

681

536

348

25 8

27.1
3 4 .9

107,659
68 ,31 7
125
5 ,4 69

8 7 ,3 6 7
61,581
123
4 ,4 54

2 3 .2
1 0 .9
1 .6
2 2 .8

42,585
28,564
45
2,231

29,169
21,013
40
1,532

4 6 .0
3 5 .9
1 2 .5
4 5 .6

275

64

329..7

154

24

5 4 1 .7

783,674

694,409

1 2 .9

326,762

246,603

3 2 .5

T reasure County
Hysham
V a lle y County
Glasgow
Nashua
Opheim

Yellow stone County
B i11i ngs
Broadview
Laurel
Yellow stone N a tio n al
Park

Montana

Source:

1,592

638

599

683

660

162

1 ,8 2 0

U .S . Bureau of: th e Census (Wash in g to n , D.C. )

Includes occupied and vacant housing u n it s .
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Recent Trends in the
Butte-Anaconda
Area Economy

MONTANA

Paul E. Polzin is Research Associate, Bureau of
Business and Economic Research, and Profes
sor of Management, School of Business Ad
ministration, University of Montana, Mis
soula.
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Paul E. Polzin

On November 19, the Bureau o f Business and
Economic Research presented another in its series
of Montana s Economic O utlook seminars in Butte.
The following article is based on Paul Polzin's
seminar presentation concerning the Butte area
economy.

T he big question here in Butte concerns the
potential effects of the Anaconda Company's
decision to close its smelter at Anaconda. Unfor
tunately, the answer cannot be summarized in one
or two sentences. In order to understand the many
subtle and complex economic complications we
first must look at the economy of Butte and
Anaconda and see what makes it tick. Therefore,
before discussing the closure, we will discuss recent
trends here in Butte and compare the performance
of the local economy to that in the other major
urban areas in Montana. This will provide the
background information necessary to discuss the
Anaconda closure.
A problem here, as in our other seminars, is the
lack of up-to-date statistics; 1978 is the latest year
for which complete information is available. Data
for 1980 will probably not be available until 1982.
However, we will analyze the economic trends over
the past ten years. Then detailed data will be
examined to pinpoint the important determinants
of the trends. Finally, three crucial sectors of
the economy will be analyzed to determine
whether the historical patterns will continue.

Past trends
We will examine population, nonfarm earnings,
and per capita income in Montana's major urban
areas to gauge the recent trends in the economy.
All data used combine Butte-Silver Bow County
with Anaconda-Deer Lodge County. Residents of
Anaconda rely on Butte for much of their retail
purchases, medical care, entertainment, and other
necessary items. Furthermore, there is significant
commuting between the two areas; during 1970,
the latest year for which we have reliable data,
more than 300 persons reported living in Silver Bow
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County and working in Deer Lodge County, while
about 200 residents of Deer Lodge County made
the reverse trip. While some economic conditions
have changed since then, the current situation
p ro ba b ly includes sim ilar econom ic in
terdependency, and the two counties will be
considered as one unit.
Viewed together, data for population, per capita
income, and nonfarm earnings provide a reliable
measure of general economic trends. In order to
put the Butte-Anaconda area economy into
perspective, we will compare its economic perfor
mance to that in Billings, Great Falls, and Missoula,
the other major urban areas in the state.
Population. Figure 1 shows the population
estimates for Yellowstone, Cascade, Missoula, and
Deer Lodge-Silver Bow counties. The figures are for
the years 1970 to 1978, with the preliminary 1980
Census counts included in parentheses. Keep in
mind that these numbers are still preliminary; the
final 1980 figures will not be available until early in
1981.
Even though they cannot be analyzed individual
ly, it may be helpful to report the population figures
for Silver Bow and Deer Lodge counties in order to
put them in perspective. In 1970, the population of
Silver Bow County was 42,000, and the preliminary
1980 Census count is 38,000—a decrease of 4,000
persons. Similarly, the 1970 population for Deer
Lodge County was 15,700 persons, while the
preliminary 1980 Census figure is 12,500 persons, a
decline of about 3,200 persons. Population statistics
for the cities of Butte and Anaconda are no longer
published because of the city-county consolida
tion. In fact, the Census Bureau has changed the
official titles of the two counties to Butte-Silver Bow
County and Anaconda-Deer Lodge County.
Looking at the combined population of Silver
Bow and Deer Lodge counties, the number of
residents declined slightly from 57,600 in 1970 to
about 53,700 in 1978. The trend in population may
be divided into two distinct periods; from 1970 to
1974 the number of persons in Deer Lodge and
Silver Bow counties remained relatively stable.
After 1974, however, there was a slow but persistent
decrease in population which averaged about 1.0
percent per year. Preliminary 1980 Census counts
show that the Silver Bow-Deer Lodge population
declined from 53,700 in 1978 to 50,400 at the time of
the Census count (April 1980).
In contrast, Yellowstone and Missoula counties
experienced population increases during the same
years. Missoula County increased from 58,600 in
1970 to about 69,700 in 1978, an average compound
growth rate of 2.2 percent per year, though the
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Figure 1
Population in Yellowstone, Cascade, Missoula,
and Deer Lodge-Silver Bow Counties

increase was sharper at the beginning of the
decade. The preliminary 1980 Census count for
Missoula County is about 75,400. Yellowstone
County exceeded 100,000 persons for the first time
in 1977, and contained 104,000 in 1978, up from
87,800 in 1970. The pattern of population growth in
Billings has been very stable since 1970; the annual
growth rate averaged 2.1 percent. The preliminary
1980 Census count for Yellowstone County is about
107,700.
Cascade County's population increased modest
ly during the 1970s, from 82,200 in 1970 to 84,600 in
1978, an average annual growth rate of 0.7 percent.
The preliminary 1980 Census count for Cascade
County is 80,639. This represents a population
decline of 1.4 percent since 1970.
Nonfarm earnings. Figure 2 shows the trends in
nonfarm earnings for the state's major urban areas
since 1970. Nonfarm earnings consists of the wages
and salaries, proprietors' income, and certain
fringe benefits of all working persons, except those
working on farms and ranches. Farms and ranches
have been excluded because of the significant
year-to-year fluctuations in agricultural income. In
order to correct for the effects of inflation, nonfarm
earnings data have been converted to constant 1972
dollars.
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The trend in nonfarm earnings is probably the
most reliable, single index of the trend in output
and production in a local economy. It measures
payments to workers, and in most cases there is a
high correlation between economic activity and
the amount of labor required to produce it. These
figures must be interpreted carefully. The growth
rate of nonfarm earnings probably overstates the
actual increases in total economic activity. In
creases in productivity usually cause wages to rise
faster than output and producion. That is, a 7
percent increase in nonfarm earnings may be
consistent with only a 3 or 4 percent growth in
output.
One of the most striking features of the graphs in
figure 2 is the effects of the 1974-75 recession. We
Montanans tend to think of our economy as being
somewhat insulated from the cycles experienced in
the more industrial regions. These figures clearly
show that a severe economic contraction (the 197475 recession was one of the worst on record)
definitely has an impact on the urban areas in
Montana. Notice that the effects were not the same
in each city. Billings experienced only a mild
slowdown in its growth rate. On the other hand,
there were sizable declines during both 1974 and
1975 in both Missoula and Great Falls.
Figure 2
Nonfarm Earnings in Yellowstone, Cascade, Missoula, and Deer
Lodge-Silver Bow Counties, in 1972 Dollars
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Here in Deer Lodge and Silver Bow counties,
nonfarm earnings increased at about 4.5 percent
per year from 1970 to 1973. During 1974 and 1975,
they remained stable. Between 1975 and 1978,
nonfarm earnings declined slightly, decreasing at
an average of about 0.7 percent per year.
The nonfarm earnings data suggest that there was
significant economic growth in the Deer LodgeSilver Bow economy during the early 1970s. The 4.5
percent annual growth rate between 1970 and 1973
compares favorably with the other urban areas in
the state. It was greater, for example, than the 3.2
percent experienced in Cascade County during the
same period. It was only after 1975 that the trend for
the Butte area began to diverge from those of the
other urban areas; nonfarm earnings in Deer Lodge
and Silver Bow counties declined slightly while it
increased significantly in the other three counties.
In Missoula County, the nonfarm earnings data
clearly show that business conditions may be
divided into three segments. From 1970 to 1973,
nonfarm earnings increased at an average annual
rate of 6.8 percent. The second segment contains
the recession years of 1974 and 1975. Beginning in
1976, however, the Missoula economy turned
sharply upward and nonfarm earnings expanded at
an average annual rate of 11.1 percent during the
next three years. This 11.1 percent exceeded the
growth in the other urban areas during any portion
of the 1970s. Overall, in Missoula, nonfarm earnings
increased at an average of 6.6 percent per year
between 1970 and 1978.
The economy of Yellowstone County is the least
volatile of Montana's urban areas; it experienced
sustained growth throughout the 1970s. From 1970
to 1973, nonfarm earnings increased at an average
of 7.3 percent per year. The recession was barely
felt in Billings; there was simply a deceleration in
the rate of growth during 1974. Whatever depress
ing effects the national cycle had on Billings were
over in a year; between 1975 and 1978 nonfarm
earnings rose at an average of 6.7 percent per year.
Despite a mixed performance, there was signifi
cant overall economic growth in Great Falls since
1970s. Nonfarm earnings increased at an annual
rate of 3.1 percent between 1970 and 1978.
Per capita income. The final measure of local
economic conditions is per capita income, equal to
total personal income divided by population. Per
capita income is often used to measure economic
well-being—that is, how well-off people are. The
major shortcoming of this approach is that it
equates well-being with money income, and
certainly Montanans enjoy many benefits which
cannot easily be converted into dollars and cents.

Further, because per capita income is a ratio
(income divided by population), it is extremely
sensitive to variations in both the numerator and
denominator, and year-to-year fluctuations must
be interpreted with caution. Therefore, the best
way to interpret per capita income is to examine the
long-range trends.
Figure 3
Per Capita Income in Yellowstone, Cascade, Missoula, and Deer
Lodge-Silver Bow Counties, in 1972 Dollars

Since 1970, per capita income in Missoula
increased at an average rate of about 3.7 percent
per year (figure 3). This is slightly more than the 3.5
percent annual growth rate in Yellowstone County.
In Deer Lodge and Silver Bow counties, per capita
income increased an average of 3.0 percent per
year—which exceeded the 2.0 percent per year
growth rate in Cascade County. Despite this
growth, however, notice that the figure for Deer
Lodge and Silver Bow counties lags slightly behind
the other major urban centers. In 1978, average per
capita income in Deer Lodge and Silver Bow
counties was about $4,600 (1972 dollars), as
compared to $4,700 (1972 dollars) in Cascade
County, $4,800 (1972 dollars) in Missoula County,
and $5,300 in Yellowstone County. In comparison,
the statewide figure for 1978 was about $4,600. In
other words, per capita income in Deer Lodge and
Silver Bow counties during 1978 was just about
equal to the average for Montana.
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Per capita incomes have increased significantly
since 1970 in all of Montana's urban areas. This
suggests that—despite the crises, shortages, and the
energy crunch—persons were better off in terms of
money income in 1978 than in 1970. The rise in per
capita income may somewhat overstate the im
provement. Even though the figures correct for
inflation, they do not account for the growth in
taxes. It is important to note that in Deer Lodge and
Silver Bow counties, despite the lack of growth in
population and nonfarm earnings, there was a
sizable rise in per capita income.
A summary of the economic performance in
Montana's major urban areas during the 1970s is
shown in table 1. In terms of these statistics, the
econom ic perform ance of Missoula and
Yellowstone counties should be ranked about
equal with perhaps Missoula slightly edging out
Yellowstone County. These summary statistics
suggest that the Butte area really did not fare all that
badly during the 1970s. Even though there was a
slight decrease in population, nonfarm earnings in
1978 were greater than in 1970 (due primarily to the
growth early in the decade), and per capita income
grew at about the same rate as in the other major
urban areas.

Primary industries
As we explain in all our outlook seminars, primary
industries are the major determinant of growth (or
lack of it) in Montana's urban areas. These
industries depend heavily on markets outside the
region where they are located or are otherwise
influenced by factors originating beyond the
region's borders. The major examples are
agriculture, mining, railroads, tourism, and the
federal government. The earnings of workers in
export industries, that is, these earnings in general,
represent an injection of new funds into a city's
economy, which in turn creates additional income
as these dollars are spent and respent in the local
area.
Notice that we have made no reference to the
number of export workers—the persons employed
in the primary industries. It is the amount of
primary earnings which affects the local economy,
not the number of primary workers. It makes little
difference whether $10,000 of primary earnings
represents the salary of one person, or the income
of two workers each making $5,000.
Even though primary industries are a straight
forward concept, they are sometimes difficult to
measure. First of all, some do not correspond to the
28

Table 1
Average Compound Growth Rates for Economic
Indicators in Montana’s Major Urban Areas
1970-1978
(In Percentages)
Population

Nonfarm
Earn!ngs

Per Capita
1ncome

0.7

2.8

2.0

-0.9

1.3

3.0

Missoula County

2.2

S .k

3.7

Yel lowstone
County

2.1

6.5

3.5

Cascade County
Deer Lodge-Si1ver
Bow counties

Standard Industrial Classification (SIC) codes.
Portions of the tourist industry, for example, are
found in retail trade, services, and other categories.
In addition, data for certain primary industries are
not available. Butte serves as a regional medical
center, attracting patients from the surrounding
areas. There are very few data concerning the
earnings of health care professionals, let alone the
portion derived from nonresidents.
Changes in the economic base or changes in
primary industries go a long way toward accounting
for recent economic trends. They do not provide a
complete explanation, however, and we cannot
identify the cause of each blip and squiggle in the
graphs. The relationship between the export
industries and population, income, and nonfarm
earnings is subtle and complex. There may be time
lags, for example, which tend to cloud the
relationship between export and derivative sectors.
The following figures for the export industries
should be interpreted with caution. In many cases,
they are “ guesstimates" and are probably not
accurate to the last dollar. They are accurate
enough so that the important features of the urban
economies are not misrepresented.
In order to analyze both recent and long-range
trends in the basic industries, data are presented for
several years. Here in Deer Lodge-Silver Bow
earnings in the export industries are reported for
1972, 1974, and 1978. The 1972 and 1978 figures
provide a long-range view of economic events
during the 1970s. Comparing 1978 to 1974 gives a
more detailed picture of the economic perfor
mance during the latter portion of the decade.
Remember that these figures are the earnings of
workers employed in basic industries, expressed in
constant 1972 dollars to eliminate the effects of
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inflation. That is, earnings are the wages and
salaries, proprietors' income, and certain fringe
benefits earned by persons working in export
industries.
It takes only a quick glance at figure 4 to establish
that The Anaconda Copper Company is by far the
largest component of the economic base of Deer
Lodge and Silver Bow counties. In 1972, these
workers earned about $72.7 million (1972 dollars)
and represented about 72 percent of total export
earnings. By 1978, employees of The Anaconda
Copper Company earned about $53.5 million (1972
dollars) and accounted for about 57 percent of the
local economic base.
Before proceeding, I would like to point out that

the figures for The Anaconda Copper Company are
only estimates and should be interpreted with
caution. Conceptually, these numbers include all
persons in Deer Lodge and Silver Bow counties
employed by The Anaconda Copper Company and
its wholly-owned subsidiary, the Butte, Anaconda,
and Pacific Railway. During this period, however,
there was a change in ownership and a reorganiza
tion of operating units, and it was not possible to
construct a consistent data series from company
records. The figures presented here are mostly
based on reports made to the Montana Employ
ment Security Division concerning workers
covered by unemployment insurance. In addition,
we made rough estimates of earnings and employ-

Figure 4
Earnings in Basic Industries, Deer Lodge-Silver Bow Counties,
in 1972 Dollars

-ilkMta
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ment for persons not covered by this program. As a
result of these data problems, we have presented
here only totals for The Anaconda Copper Com
pany, and have not shown the details for its various
units—such as the Berkeley Pit, the concentrator,
or the smelter.
The decline in Anaconda earnings was due to
decreased employment. In 1972, The Anaconda
Copper Company employed an estimated 5,100
workers in Deer Lodge and Silver Bow counties.
The figure was about 4,500 workers in 1974. By 1978,
total employment of The Anaconda Copper
Company was an estimated 3,100 workers. In other
words, there was an estimated decrease of roughly
2,000 workers between 1972 and 1978. This decline
was mostly in mining operations and reflects the
closing of the underground mines during the 1975
to 1977 period.
The recent trends for The Anaconda Copper
Company provide a good example of why we
prefer to analyze earnings rather than employ
ment. Had we looked only at employment, we may

Promotion Unit, Montan^De^^^
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have concluded that loss of 2,000 of the total 5,000
jobs would reduce the contribution of the com
pany to the economic base by about 40 percent. But
the decline in total earnings of Anaconda workers
was only about 26 percent. The difference between
the two was caused by the rise in the real earnings
of the remaining workers. In 1972, the average
earnings of Anaconda workers was about $14,300
(1972 dollars) per year. This figure rose to about
$17,300 (1972 dollars) for 1978. In other words, the
decline in employment after 1972 was partially
offset by the increased earnings of persons still
employed by The Anaconda Copper Company. As
we mentioned earlier, it is the earnings of the
export workers which is important because they
represent an injection of new funds into the area's
economy.
The second largest component of the local
economic base is a category we have labeled
utilities and railroads. It consists of the earnings of
railroad workers in Deer Lodge and Silver Bow
counties—except those employed by the Butte,

P,t m Butte‘ This photo and those on Page 13 courtesy of the Travel
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Anaconda and Pacific Railroad—plus the
employees of the administrative headquarters of
The Montana Power Company in Butte. The
Montana Power Company employees serving the
local population, such as linemen or meter readers,
are classified in the derivative sector. The earnings
of utility and railroad workers were about $6.8
million (1972 dollars) in 1972 and accounted for
approximately 8.1 percent of the economic base. By
1978, they had risen to $9.8 million (1972 dollars),
representing more than 15 percent of total export
earnings. This growth was primarily due to in
creased employment by The Montana Power
Company; the number of persons working at the
company's headquarters in Butte rose from about
304 in 1972 to approximately 523 in 1978. For the
most part, these additional workers were required
for the company to fulfill additional required
environmental and regulatory requirements.
The state government category represents the
earnings of workers at the three major state
facilities in Deer Lodge and Silver Bow counties:
the state hospitals at Warm Springs and Galen, and
Montana Tech in Butte. Taken together, the
employees of these institutions earned $8.1 million
(1972 dollars) in 1972, and represented roughly 8.0
percent of the economic base. By 1978, their
earnings had risen to approximately $9.5 million
(1972 dollars), accounting for slightly more than 11
percent of the total for all export industries.
The federal government category includes the
employees of the U.S. Forest Service, the U.S. Post
Office, and other federal agencies which have
offices or other facilities in Deer Lodge and Silver
Bow counties. Notice that this category does not
include the workers at the Montana Energy
Research Development Institute (MERDI), who are
technically not classified as federal employees.
Total earnings of federal workers have remained
roughly stable during this period; they totaled $6.3
million (1972 dollars) in 1978, as compared to about
$6.2 million (1972 dollars) in 1972.
The Stauffer Chemical Company's plant near
Butte, a number of wood products facilities, and
several other small firms are classified as other
manufacturing. The total earnings of these workers
increased from about $3.0 million (1972 dollars) in
1972 to approximately $4.2 million (1972 dollars) in
1978.
The lodging category consists of persons working
in hotels, motels, and other lodging places. It
represents a major component of the tourist
industry in Deer Lodge and Silver Bow counties.
During 1978, hotel and motel workers earned about
$1.8 million (1972 dollars), up from $0.8 million

(1972 dollars) in 1972. Even though it is relatively
small, accounting for only 4.5 percent of the
economic base in 1978, the lodging industry has
experienced significant growth; earnings more
than doubled between 1972 and 1978.
Butte has traditionally been a trade center. A
portion of the earnings and employment in retail
trade is derived from the spending of nonresidents
and is classified in the export sector. In other words,
the export component of retail trade represents the

“ The estimates for the export
component of retail trade
suggest that Butte has declined
as a regional trade center."
combined impact of persons from outside Deer
Lodge and Silver Bow counties who come to shop,
and the tourists who stop and buy items or
purchase meals at local businesses. Unfortunately,
there are no data concerning the number of dollars
spent by nonresidents. The figures for the export
component of retail trade have been estimated
using data from the Census of Retail Trade.
Consequently, the trends for this industry must be
interpreted with caution because they are only
rough estimates.
The estimates for the export component of retail
trade suggest that Butte has declined as a regional
trade center. Earnings in this category were about
$1.0 million (1972 dollars) in 1972, but they declined
to approximately $0.6 million (1972 dollars) in 1974,
and then were estimated to be zero in 1978. This
downward trend must be interpreted with caution.
Some people still do come to Butte to shop and
certain businesses derive sizable portions of their
sales from nonresidents. These figures simply
suggest that the amounts spent by visitors have
been increasingly counterbalanced by local
residents shopping in other trade centers.
Agriculture represents the net farm income of
farms and ranches in Deer Lodge County, the
wages and salaries of hired hands, and the earnings
of the employees of several small firms providing
agricultural services. As mentioned earlier,
agricultural incomes vary significantly from one
year to the next, and we must be very cautious in
trying to discern a trend from just the data
presented here. During 1978, agricultural earnings
were about $1.7 million (1972 dollars) and
represented less than 2 percent of the total for all
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export industries. The 1978 figure was up slightly
from the $1.3 million reported in 1972 and
significantly greater than in 1974, when losses
outweighed profits and total agricultural earnings
were negative.
The final component of the economic base is
energy research. This category includes the ear
nings of workers at the Montana Energy Research
Development Institute (MERDI), a nonprofit cor
poration which has contracted with the federal
government for energy research. MERDI was
established in 1975. By 1978, it employed about 185
workers with earnings of about $2.1 million (1972
dollars) representing approximately slightly more
than 2.4 percent of the economic base.
To summarize, earlier we saw that the economic
indicators especially population and nonfarm
earnings—indicated a lack of growth in Deer Lodge
and Silver Bow counties. The cause of this lack of
growth is not hard to find. Total export earnings
declined from about $100 million (1972 dollars) in
1972 to about $93 million (1972 dollars) in 1974, and
then decreased further to about $89 million (1972
dollars) in 1978. For the most part, these declines
were due to reductions in mining employment and
especially the elimination of all underground
mining by the Anaconda Company.

"Even though Anaconda
Company employment
dropped by almost 40 percent,
the decline in the company's
contribution to the economic
base was much less."
There are several important conclusions in the
data. First of all, employment is not necessarily an
accurate indicator of trends in the economic base.
Even though Anaconda Company employment
dropped by almost 40 percent, the decline in the
company's contribution to the economic base was
much less. Second, with only a few exceptions,
there was significant growth among the other (nonAnaconda Company) export industries. Notice, for
example, that earnings in the utilities and railroads
and other manufacturing categories each rose by
about 40 percent between 1972 and 1978. Third,
there is a new component to the economic base in
Deer Lodge and Silver Bow counties; in 1978 energy
research, representing MERDI, employed about
185 persons. Currently, energy research includes
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three different entities—MERDI, Mountain States
Energy, and the National Center for Appropriate
Technology—with total employment of more than
300 persons. The net result of all these events was
that the economy of Deer Lodge and Silver Bow
counties has become more diversified. The
Anaconda Copper Company accounted for about
60 percent of the economic base in 1978, as
compared to about 73 percent in 1972.

Outlook for the future
The economic trends during the 1970s provide the
framework for discussing the impact of the smelter
closing in Anaconda. The conditions are still
unsettled and we don't know exactly how many
workers will be affected. For example, there is the
possibility that positions will be added at the
concentrator, and the future of the Butte, Anacon
da, and Pacific Railroad is still in doubt. It now
appears that roughly 900 jobs will be lost as a result
of the closing of the smelter. During 1978, these
workers earned a total of roughly $13 to $15 million
(1972 dollars), as compared to a total of $88.9 (1972
dollars) for all export indusries. Therefore, as a first
approximation, the closure of this facility
represents a loss of roughly 14 to 17 percent of the
local economic base.
The previous figure must be interpreted with
caution. It does not necessarily mean that the
economy will shrink by 14 to 17 percent. First of all,
we must keep things in perspective. Between 1972
and 1978, almost 2,000 mining jobs were lost. In
other words, the negative impact on the local
economy is likely to be less than that associated
with the decreases in copper mining in the mid1970s.
Second, we have to take into account the trends
in the other export industries. As we saw earlier,
there was significant growth in several of these
industries. Perhaps the best news is in energy
research. Continued expansion at MERDI and the
other facilities located nearby will result in ad
ditional well-paying export jobs. On the other
hand, the rapid growth at the headquarters of The
Montana Power Company experienced during the
1970s is unlikely to continue; this firm recently
announced a freeze on new hiring and the
implementation of an austerity program. Also, the
shutdown of the Milwaukee Road has led to the
loss of some railroad employment in these two
counties.
Third, some of The Anaconda Copper Company
workers who have been laid off may opt for early
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retirement and stay in the Butte-Anaconda area.
Employment profiles supplied by the Anaconda
Company indicate that many of the smelter
workers are long-time employees nearing retire
ment. If retiring workers stay in Deer Lodge and

“ Continued expansions at
MERDI and the other energy
research facilities located
nearby will result in additional
well-paying export jobs."

Silver Bow counties, their pensions (from both
private and government sources) would represent
a net injection of new funds into the area. This
would help counterbalance the loss of export
earnings. Unfortunately, there are many difficulties
associated with analyzing the economic impact of
retirees, and we cannot be more specific at this time
in estimating the mitigating effects of the early
retirement of some smelter workers.
Finally, we have to keep in mind that new
industries and increases in export employment are
not the only means of obtaining economic growth.
It is true that communities which have experienced
a major loss in their economic base often embark
on a frantic search for new industries and additional
jobs. But earlier we noted significant growth in the

- S
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non-Anaconda Company components of the
economic base. With the exception of the energy
research component, most of this growth was in
existing industries. Further, employment in the
export industries grew only moderately, and most
of the stimulus came from increased earnings of
existing positions. This suggests that existing firms
and industries should not be forgotten. Factors
which increase the real earnings (after correcting
for inflation) of workers in the primary industries
will also lead to growth in the economic base, and
will play a part in determining future economic
growth in Deer Lodge and Silver Bow counties.
We do not mean to downplay the closing of the
smelter in Anaconda. This facility accounted for less
than 20 percent of the economic base and its loss
will have a significant economic impact on Deer
Lodge and Silver Bow counties. However, the
closure must be kept in perspective. Between 1972
and 1978, the local economy experienced a
proportionately greater loss of export jobs and
earnings, and there were only modest declines in
population and nonfarm earnings. Further, there
are several bright spots in the export sector; energy
research is likely to provide increased employment
opportunities, and real earnings per worker in the
basic industries are likely to continue their historic
growth. Finally, the early retirement of some of the
workers laid off by the Anaconda Company may
lead to increased pensions and other payments. All
of these factors will counterbalance the loss of the
smelter and may tend to cushion the impact on the
local economy.
□
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Regulation in Montana
The View from Industry

Maxine C. Johnson is Director of the
Bureau of Business and Economic Re
search and Professor of Management,
School of Business Administration, Uni
versity of Montana, Missoula.

Maxine C. Johnson
In its 1979 session, the 46th Montana Legislative
Assembly passed House Joint Resolution 21, which
requested its Environmental Quality Council to:
. . . study the best means of promoting and developing
industries that will use Montana's resources within the state
while preserving our environment and to present
recommended legislation to the 47th Legislature.

In pursuing this assignment, the Environmental
Quality Council requested the University of
Montana's Bureau of Business and Economic
Research to survey resource-based industries
doing business or contemplating operations in
Montana and ask them about their experiences
in the state.
This report presents the results of that survey,
which was conducted during July and August 1980.
It deals mostly with attitudes of natural resource
firms toward Montana state regulatory activities,
with some attention given to opinions about the
availability of capital for resource development in
Montana.

j

j

j

Note: The survey questionnaire was designed by Susan Selig
Wallwork, research associate in the Bureau of Business and
Economic Research. Copies are available upon request. The
Bureau wishes to thank the state agency personnel who
cooperated in planning the survey, the trade association
executives who provided membership lists from which the
survey sample of firms was drawn, and the business
executives who completed the questionnaire.
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Readers should note that the respondents are all
officials of natural resource firms which are highly
regulated by state government. It also should be
emphasized that there are factors other than
regulation which affect the development of natural
resources in the state. Among them are economic
factors such as markets, transportation costs and
availability, and labor and capital costs and
availability; social considerations such as the level
of public services; and the physical and cultural
environment.
Nevertheless, there is heightened discussion and
a growing body of literature in the United States
which indicates increasing concern on the part of
government officials and academicians as well as
business leaders for the effects of current
regulatory policies on American industry. Many of
the discussants are saying it is time lawmakers and
regulators listened to what the regulated
businesses have to say about the legislation and
regulations that affect them.

The Survey Respondents
One hundred and seventeen questionnaires were
mailed to nonfarm natural resource firms either
doing business in the state or in the process of
establishing operations in Montana. Seventy-four
completed questionnaires were returned. Of
these, two firms were not doing business in the
state and another five forms were so incomplete as
to be unusable, leaving sixty-seven usable
responses for an effective return rate of 57 percent.
That is a good return on a mail survey where the
rate of response typically runs from 35 to 50
percent.
The respondent firms included many of the
largest corporations doing business in the state as
well as a number of very small operations. They
were well distributed among Montana's major
resource-based industries:

dent, partner, vice president, secretary-treasurer,
controller, or general manager. Most of the others
were plant or project managers or superintendents
or department managers. For the most part,
questionnaires addressed to large firms with
headquarters outside Montana were completed by
local mangers or other local personnel.
Titles of individuals responding
Chairman, president, partner
Vice president
General manager
Secretary-treasurer, controller
Project or plant manager or
superintendent, department manager
Manager, administration
Manager, environmental affairs
Manager, government affairs
Other positions
Total number of individuals

Status of new or proposed projects
New project(s) completed
Project(s) in process of construction
Project proposal(s) pending before
state agency(ies)
Proposed project(s) withdrawn
or postponed
Project(s) in planning stage
Other status

18
15

15
12
4
3
67

The individuals who completed the question
naires were generally high level officials in their
firms. One-half held the title of chairman, presi
■Rqprq

20
4
4
3
4
70

There were seventy individual respondents from
the sixty-seven firms because in three instances two
people cooperated in completing the question
naires for their firms.
Survey participants were asked whether, since
January 1,1979, their firms had proposed any new
operations in Montana or whether any new or
expanded operations were in process or pending
before state agencies or whether any new or
expanded or modified activities had become
O perational. Forty-six of the sixty-seven
respondents said "yes" and some of these firms
reported more than one project.
When asked about the current status of their new
or proposed project(s), the respondent firms
replied as follows:

Industry o f respondent firms
Wood products manufacturing
Mining, except fuels
Coal mining (including coal mining
firms also engaged in oil and gas
exploration or production)
Oil and gas exploration and production
Electric power and gas utilities
Other industries
Total number of firms

16
7
9
3

11
17
12
4
6

The projects reported by the survey participants
involved numerous new or expanded activities.
They reflected the national search for new energy
sources as well as increased interest in other
mineral resources. By far the largest number of new
activities reported involved new or expanded
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mining operations, oil and gas production, explora
tion activity, and land reclamation associated with
mining operations.
Description o f new or proposed project(s)

Figure 1
Significant or Unusual Difficulties Experienced by
Respondent Firms during the Process of Expanding or
Modifying Their Operations or Planning for the
Establishment of a New Operation in Montana
Number

New or expanded mining activity, oil
or gas production, exploration activity,
land reclamation activity
New or expanded plant
New or expanded timber harvesting
activity
New pollution equipment
Other projects

O v e ra ll responses

56

Firm s re p o r tin g d i f f i c u l t i e s

30

16

Firm s re p o r tin g no d i f f i c u l t i e s

13

No response

4

3

T o ta l

ii6

5

7
Number o f Times
Mentioned

D i f f i c u l t i e s d escribe d

The respondents, then, were mostly high ranking
officials who represented all the major resourcebased industries in Montana and whose firms had
been involved in a wide variety of new and
expanded projects.

What the Respondents Said
A bout problems encountered in
Montana

. . .

The forty-six respondent firms that reported
initiating expanded activities in Montana since
January 1,1979, were asked whether or not they had
experienced any significant or unusual difficulties
during the process of expanding or modifying their
operations or planning for the establishment of a
new operation. Three firms failed to answer the
question and thirteen said “ no"; the other thirty
firms, or about two-thirds, said they had experi
enced difficulties.
Those respondents reporting difficulties were
asked to describe the nature of the problems they
encountered. (The question was asked in open-end
format, requiring the respondents to describe the
difficulties in their own words.) The thirty firms
described fifty-nine problems they had experi
enced. These problems, grouped by type of
problem, are presented in figure 1. Forty-four of
the difficulties mentioned (or 75 percent of the
total) were related to state regulations and their
administration. Among problems not related to
state regulations were difficulties in obtaining
capital to finance new projects and problems
created by economic conditions; each was men
tioned by four respondents. (The survey was
conducted in August 1980, during a period of
recession.) State taxes were described as excessive
by three respondents; they referred specifically to
coal and oil and gas net proceeds taxes.
36

Problems w it h s ta te r e g u la tio n s and t h e ir
a d m in is tr a tio n
Time in v o lv e d and d e la y s c re a te d in
o b ta in in g p e rm its a n d /o r p r o je c t
a pp ro val

l l

15

D i f f i c u l t y in com p lyin g w ith
re g u la tio n s

8

D u p lic a tio n a n d /o r la c k o f c o o r d i
n a tio n o f r e g u la to r y a c t i v i t i e s
among s ta te and fe d e ra l age ncies

6

Changes In r e g u la tio n s
O the r problem s w it h re sp e ct to
r e g u la tio n
D i f f i c u l t i e s in o b ta in in g c a p it a l

4
||
4

D i f f i c u l t i e s c re a te d by economic c o n d itio n s

4

D i f f i c u l t i e s r e s u lt in g fro m s ta te taxe s

3

O th e r problem s

4

T o ta l

59

A word of caution: the problems cited in figure 1
are not presented as necessarily representative of
the actual mix of difficulties encountered by
natural resource industries operating in Montana.
Any respondent who looked through the entire
questionnaire before completing it would have
been aware that it included a good many questions
about state regulations and their administration.
This no doubt accounts for some of the emphasis
on regulatory problems by participants reporting
difficulties. It does not, however, mean that the
nature of the regulatory problems reported is not
typical or that the problems described are not
genuine.
By far the greatest concern among respondents
centered around what they considered to be
unnecessary and excessive" delays encountered
in obtaining permits and/or project approval. This
is a theme that was repeated throughout the survey.
One chief executive officer described two types of
delays: those attributable to deficiencies in statutes
and regulations and those attributable to the
attitude and performance of state agencies. He
remarked that duplications and conflicts among
state statutes and between federal and state statutes
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create delays and confusion. He also noted that in
some instances agencies have taken an adversary
position against proposed projects, and their
opposition has contributed to delay of the projects;
on other occasions, he said, agencies have simply
been slow to respond. He summarized his feelings
by stating that

the problems they encountered in Montana was
the most significant. Sixteen (or two-thirds of those
responding) identified some regulatory problem.
Eight respondents again mentioned time delays
and eight cited one of the other difficulties related
to regulation listed in figure 1. Economic conditions
were named by four respondents.

. . . because of deficiencies in State law and action by
regulatory agencies, necessary approval for proposed
projects, which seek to use Montana's resources while
preserving the environment, are often delayed by agency
action, inaction and litigation. As a result, the costs of the
project escalate.

A bout dealing with state regulatory
agencies
. . .

As a lead-in to questions about their opinions of
state regulatory activities, all the survey
respondents were asked whether they had dealt
with any agencies which administer state
regulations in Montana since January 1,1979. Sixtyfive of the sixty-seven respondents said they had;
they listed an average of three agencies per
respondent. The agencies identified most often
were the departments of Natural Resources and
Conservation, Health and Environmental Sciences,
State Lands, and Fish, W ildlife and Parks.
The most common type of contact reported
involved applications for permits of various sorts;
almost half the contacts listed were in that category
(figure 2). The next most frequent type of contact
involved discussions between the firm and the
agency. Then came information requests, contracts
and leases, and various other types of dealings. All
in all, respondents identified 189 contacts by both
the type of contact and the agency involved.
The sixty-five respondent firms who reported
dealings with state agencies were asked whether or
not they had experienced any difficulties in
complying with the regulations administered by

Other problems related to regulatory activities
cited by respondents included difficulties in
complying with regulations, claims that regulatory
requirements sometimes change while firms are in
the process of obtaining permits or project
approval, and specific descriptions of duplication
and lack of coordination among state agencies and
between state and federal agencies. Coal mining
companies in particular were concerned with dual
state-federal regulation of mining, involving the
Montana Department of State Lands and the
federal Office of Surface Mining. Although M on
tana's strip mining legislation has been approved by
the federal government, mining plans involving
federal and Indian lands still must be approved by
the federal Office of Surface Mining.
One respondent summarized his feelings this
way:
It is a complicated, confused, and difficult undertaking to
acquire the many permits needed in Montana.

Only twenty-four participants responded to a
followup question asking them to specify which of

Figure 2
Nature of Contact with Regulatory Agencies

Nature of
Contact

Total

Department o f
Natural Resources
and Conservation

Department of
Health and
Environmental
Sciences

Department o f
S tate Lands

Department of
F ish, W ild life
and Parks

Othei

Permit a p p lic atio n

90

25

22

22

11

10

Discussions

41

4

9

7

8

13

Inform ation request

14

6

1

2

3

2

Contracts or leases

15

7

0

7

0

1

Other contacts

29

4

9

4

6

6

Total

189

46

41

42
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28

32

37

those agencies. Thirty-nine, or 60 percent, said they
had experienced difficulties; twenty-four (37
percent) said they had not, and two respondents
failed to answer the question:
Regulation difficulties experienced or not
Firms experiencing difficulties
Cited specific difficulty(ies)
Did not cite specific
difficu Ity(ies)
Firms having no problems
Firms not responding
Total number of firms questioned

39
37

2
24
2
65

Respondents who reported having had dif
ficulties with state regulations were asked what

kinds of difficulties they had experienced. (Again,
the question was an open-end one, with no
suggested responses.) They were asked to ‘'identify
the specific regulation and the specific agency
involved as well as the nature of the problem or
difficulty;? Very few respondents identified any
specific regulations, but most of those who
reported difficulties (thirty-seven of thirty-nine)
did describe the problems, and many of them also
named the agencies involved. Figure 3 summarizes
the responses, using the respondents' language
wherever possible and grouping the responses into
major categories.
The largest group of problems reported related
to the regulations themselves. Respondents
described regulatory requirements as ambiguous.

Figure 3
Kind of Difficulties Experienced in Complying with Regulations
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unrealistic, or unreasonable. They reported d if
ficulty in achieving environmental standards or
inability to obtain permits. Several small sawmills,
for example, referred to the problem of meeting air
pollution standards on teepee burners and to the
resulting financial burden. An executive of a small
mining company remarked that:
. . . a small miner with limited resources cannot change
everything at once — must take it in planned steps. Most
agencies want unrealistic guarantees away in advance.

of requirements to be met by applicant firms could
be assembled for them to alleviate this problem.
No state agency was singled out as creating an
unusual number of problems for respondents.
Indeed, the number of times an agency was
specified in conjunction with a regulatory problem
(figure 3) is roughly proportionate to the number of
contacts with that agency reported by respondent
firms (figure 2).
What were the most important consequences to

“ By far the greatest concern among respondents centered around what
they considered to be ‘unnecessary and excessive' delays encountered in
obtaining permits and/or project approval. This is a theme that was
repeated throughout the survey."
The respondent for a very large firm engaged in
coal mining in Montana had this to say:
Difficulty involves general interpretation of rules and
regulations and the very fact that the laws and rules and
regulations are sometimes so discretionary that mining
people cannot anticipate rulings or whatever in their
long-range or short-range plans. This . . . causes delays
and significant extra costs.

A sizable proportion of problems cited were
directed at agency personnel, some of whom were
described as not helpful, inflexible, inconsistent, or
not qualified. A high official of one wood products
firm commented on the subject as follows:
A certain degree of regulation is necessary if we are to live
together in reasonable harmony. The problem, I feel, lies in
the inflexible attitudes of bureaucrats, their insistence upon
"to the letter" compliance without the test of
reasonableness. These types of agencies could perform in
such a way that they could accomplish their stated
objectives of control and still not present an overbearing
cost burden or compliance burden on industry.

the firms of the problems or difficulties they
reported with respect to regulatory activities in
Montana? Thirty-two of the firms reporting
problems responded and the answers were
generally brief and to the point, with no surprises:
increased (or unnecessary) costs, time delays, and
uncertainty.
Most

important

consequences
problems

Increased costs
Unnecessary costs
Time delays
Uncertainty
Other consequences

o f regulatory

16
9
16
8
12

Following are typical comments with respect to
cost increases and time delays attributed to
regulatory activities:

Another individual from the wood products
industry put it this way:

Increased costs and uncertainties in project development
schedules result from changing interpretations of permit
requirements, (coal mining firm)

Many state agencies are havens for people with anti
business bias or on personal crusades to "save" the
environment. Fortunately state government in Montana
only has a small proportion of these individuals. The danger
is particularly a problem when they get placed in key
positions.

Plans and budgets are uncertain. Information collection is
sometimes wasteful. There is some duplication. Far too
many company people are only used to gather information,
read regulations, and file permits, (coal mining firm)

Overlapping and duplication were also men
tioned frequently, especially with respect to a lack
of coordination among state agencies.
And once again, time delays were discussed;
time delay was the single difficulty mentioned most
often. Several respondents accused agencies of
using legal requirements for a complete applica
tion as a technicality for delaying the decision on an
application. One suggested that a simple checklist
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Delay in getting projects approved in a timely manner
reduces production levels and therefore increases costs,
(wood products firm)
O ur inability to supply required data has caused permitting
delay. This in turn causes a) excessive operating costs; b)
inefficient operations; c) inadequate use of manpower,
(coal mining firm)
Uncertainties about profitability of both new and estab
lished projects due to the general development and
administration of regulations deter investment in Montana,
(metal mining firm)
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Rules and regulations for the control of air pollution
produce extremely high operating cost. This in turn
produces a costly product to the consumer, (wood products
firm)
Most important consequence is not the time and money
involved but the doubt by management that a development
oriented project in Montana can be successfully com
pleted. (coal mining firm)

In addition to identifying regulatory problems,
an attempt was made to find out what was right
about regulatory procedures. Respondents were
asked to describe any actions or procedures by
regulatory agencies which had been especially
helpful in assisting their firms to meet state
requirements. (This also was an open-end ques
tion; it was necessary to volunteer the answers.)
Respondents were again asked to identify the
agency involved if possible. O f the sixty-five firms
that reported dealings with state agencies over the
past two years, thirty-five responded to this ques
tion:
Experience with helpful actions by state agencies
Firms reporting helpful actions
Firms stating "no helpful actions"
Firms not responding
Total number of firms questioned

27
8
30

65

Eight said specifically that they had experienced
no helpful actions on the part of state agencies. The
other twenty-seven firms responded with examples
of procedures or actions which they had found
especially helpful, and some named more than one
action and agency (figure 4). Almost two-thirds of
the responses simply mentioned cooperative
attitudes, including the provision of useful infor
mation regarding regulations and suggestions for
compliance. About one-fifth of the responses
related to timely actions by state agencies.
The Department of State Lands was cited most
often for its helpful actions. The Montana Oil and
Gas Conservation Commission, not one of the
agencies covered in this report, also was the subject
of several complimentary responses.

Recommendations for Improving
Regulatory Activities
The early parts of this industry survey gave
respondents an opportunity to cite both difficulties
encountered in dealing with regulatory agencies
and helpful actions performed by those agencies.
They cited twice as many examples of problems
(figure 3) as helpful actions (figure 4).
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"M any of the discussants are
saying it is time lawmakers and
regulators listened to what the
regulated businesses have to say
about the legislation and
regulations that affect them ."
When our respondents were asked for
recommendations for improving state regulations
and/or regulatory procedures in Montana, thirtysix firms answered. Readers may recall that thirtynine firms had earlier indicated that they had
experienced difficulties complying with Montana
regulations. Many of the respondents who offered
suggestions appear to have given the matter
considerable thought, and we shall quote at length
from their suggestions.
The recommendations are summarized in figure
5. Many of the suggestions had to do with the
regulations themselves — that they should be
streamlined, made more practical, designed to
concentrate on real issues, or tailored to Montana.
It was suggested that some regulatory legislation
and guidelines should be revised. The concern for
time delays again was evident in recommendations
for shortening the processing time on applications,
better coordination among state agencies, and a
few recommendations for a one-stop permit
process. Four respondents recommended getting
the federal government out of the regulatory
business in Montana.
A number of respondents suggested that the
state hire more qualified personnel — usually
indicating awareness that higher salaries might be
necessary — and two individuals said state
employees should be held accountable for their
actions. Others pointed the finger at the Governor
and the Legislature, saying that they were ultimately responsible for state regulatory programs and
attitudes.
Most of the recommendations were directed to
state agencies in general. Among individual
departments. State Lands — given the most credit
for helpful actions in responses to an earlier
question — had the largest number of recommen
dations directed to it.
The following paragraphs are direct quotes in
response to the request for recommendations for
improving state regulations and/or regulatory
procedures.
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Figure 4
Helpful Actions or Procedures by Regulatory Agencies

Agency Involved ■
Department of
Natural Resources
and Conservation

Department of
Health and
Envi ronmental
Sciences

Department of
State Lands

23

5

4

6

1

7

Acting in a timely fashion

7

1

2

3

0

1

Other helpful actions

6

0

1

3

0

2

36

6

7

12

1

10

Kind of Action

Total

Cooperative attitude,
providing useful information

Total

Department of
Fish, Wildlife
and Parks

Other or
Not Identified

Note: Twenty-seven (of sixty-five) firms cited helpful actions, several specifying more than one.

"The Department of State Lands
was cited most often for its
helpful actions.”

" It was suggested that some
regulatory legislation and
guidelines should be revised.”

Figure 5
Recommendations for Improving State Regulations and/or Regulatory Procedures

Suqqested Improvement

T o ta l

S tr e a m lin e r e g u la t io n s
T a i l o r r e g u la t io n s

t o M o ntana

D epartm ent o f
N a tu ra l Resources
and C o n s e rv a tio n

Departm ent o f
F is h , W il d li f e
and Parks

O th e r o r Agencies
in G eneral

2

0

4

,

2

0

0

1

0

1

0

0

0

2

0

0

0

0

3

0

7

2

0

R e v is e M a jo r F a c i l i t i e s

2

2

S h o rte n p r o c e s s in g tim e o n a p p l i c a t i o n s

Departm ent o f
S ta te Lands

13

R e v is e r e g u la t o r y g u id e lin e s
S it in g A c t

D epartm ent o f
H e a lth and
Envi ronm ental
Sciences

12

| §

'

6

M ore c o o r d in a t i o n among s t a t e a g e n c ie s

|

0

0

1

0

3

E lim i n a t e f e d e r a l
r e g u la t io n

in v o lv e m e n t in

4

,

0

1

0

2

O n e -s to p p e r m it p ro c e s s

3

0

0

1

0

2

H ir e m o re q u a l i f i e d

7

0

o

3

0

4

p e rs o n n e l

H o ld s t a t e a g e n c ie s and p e r s o n n e l
a c c o u n ta b le f o r a c t i o n s

2

0

0

0

0

2

O th e r s u g g e s te d

6

0

0

0

0

6

57

6

ilif if il

14

,
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im p ro v e m e n ts

T o ta l

N o te :

T h ir t y - s ix

(o f s ix ty - fiv e )

f ir m s o f f e r e d s p e c i f i c

.

re c o m m e n d a tio n s , and many o f fe r e d more than one.
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Streamline or modify regulations
The Department of State Lands regulatory package covering
coal surface mining is extremely complex, requiring
excessive paperwork for documentation. This was imposed
by the Office of Surface Mining (a federal agency), so
perhaps little can be done. Any effort to streamline the
regulations would be helpful, (coal mining firm)
There is a preoccupation with detail in Department of State
Lands staff review of applications. This causes delays and
increased expenses to respond to what are often unimpor
tant questions. Permit review concentrating on the real
issues of post-mining land use, reclamation, etc., would be
helpful, (coal mining firm)
Montana state regulations have a tendency to be imprac
tical. A good example is the recent proposed logging code
for safety. Someone had combed through logging safety
codes from other states and combined a series of rules
which simply did not fit the local conditions.
The practical approach would have been for the
Governor to have appointed a committee of logging safety
people from within the state and let them write the code. It
would have been practical, workable, and it would have
been accepted, (wood products firm)
An effort to create regulations, contracts, and enforcement
relative to the problem. It is costly and frustrating to cure
one-pound problems with ten-pound hammers, (wood
products firm)
While all reasonable people recognize and accept the fact
some regulation is needed, it is my feeling the mining
industry, and most others, are over-regulated at both state
and federal levels. This lowers productivity, increases prices
to the ultimate consumer, and increases the tax burden
because of the number of government employees ad
ministering regulations, (metal mining firm)
Regulations, especially in regard to prospecting permits, are
designed to prevent a specific problem that could occur in
certain parts of the state while prospecting for a specific
mineral. In order to reduce exploration costs, regulations
should allow regulators in the Department of State Lands to
have some flexibility if these problems do not occur in other
areas of exploration activity, (coal mining firm)
We encourage the Department of State Lands to make
greater use of the "state window" provision in the Surface
Mining Act to tailor regulations to unique geographic and
environmental conditions in the state, (coal mining firm)
Establish permanent guidelines, so companies can do longrange planning and to enable operators to submit a
complete application." (coal mining firm)
The environmental requirements of the Siting Act and its
administration are too detailed, unreasonable, and very
costly to the applicant. It sometimes seems that the aim of
this regulation is to stop industry and energy production.
Procedures and requirements should be administered
without prejudice and with professionalism. The total time
firm)

takC ° ne yCar (n0t threC ° r f° Ur ° r more)’ (utility

Additional regulations should be adopted by the Departof. ^ aturaJ ^sources to implement the changes made
nrilit fM aj?r Fac,l,t,es s,tm8 Act by the 1979 legislature,
(utility firm)
°
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Montana should minimize the uncertainties and state and
industry costs by not adopting standards which are more
stringent than federal standards and are more difficult to
achieve and enforce, (metal mining firm)
(In enforcing air pollution regulations) more thought
should be given to the area — urban, rural, etc. Population
should be considered and pollution from all sources should
be considered —■ automobile, wood-burning in private
homes, etc. (wood products firm)
Assist the Department of State Lands in its effort to get the
exclusive right to regulate and supervise coal mining and
reclamation in Montana, (coal mining firm)

Shorten processing time on applications
State agencies must reply to all permits in a stipulated time.
Either deny them or given them — not have delays by
keeping extending them for more "study." (mining firm)
Department of Health requires six months' waiting period
to get approval for permit to change or construct air
pollution system. This is unrealistic and can be detrimental
to correcting a problem or avoiding a problem which may
arise due to new construction, (mining firm)
Shorten review period — eliminate extensions of time for
review, (coal mining firm)
The state should improve and streamline permitting
procedures by establishing time limitations for response to
specific application elements, (metal mining firm)
The maximum time required to obtain a mining permit
through the Department of State Lands should be related to
the size of the project, (coal mining firm)
Department of State Lands — create a checklist of what is
required to meet surface mine permit requirements.
Review completeness of application in a timely fashion,
(coal mining firm)
The state agencies should not so quickly adopt new
regulations without the adequate staff to administer those
regulations, (metal mining firm)

State personnel
Hire more qualified people, (mining firm)
It is time to remove the advocates from state bureaus and
replace them with objective administrators and staffs,
(wood products firm)
Salary schedules for Department of State Lands staff
specialists should be increased to permit recruitment of
experienced professionals and promote staff stability by
reducing employee turnover. This would enhance con
tinuity of industry-DSL liaison, (coal mining firm)
Perhaps the state agency and staff person should be held
largely accountable for their actions, if it can be proven that
they have unnecessarily delayed an action or project that
resulted in additional cost of doing business, (wood
products firm)
Hire experienced qualified people to fill technical positions
and pay them accordingly, (coal mining firm)
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Improvement could be made by raising salary levels to
attract high level people to the State Lands staff. Also State
Lands needs to increase staff; the delays encountered due
to not enough staff for number of reviews of applications
are becoming more pronounced, (coal mining firm)
Department of State Lands employees are not familiar,
knowledgeable, or especially experienced enough about
the items they are regulating, (coal mining firm)

state's limited financial resources create problems.
Respondents were asked how their firms had
financed their new projects in Montana. Forty-five
participants answered, often mentioning more
than one source of funds. Their replies indicated
that retained profits and/or long-term debt were
by far the most common methods of financing.

One-stop perm it

Types o f financing used

The state surface mining regulatory program should
incorporate a “ one-step” permitting system with a central
coordinator to insure all necessary state permits are
approved within a set time frame, (coal mining firm)
Some sort of overall agency management— probably from
the governor's office— which could coordinate the objec
tives and procedures of the various agencies. Because of the
natural reaction of each agency to being managed by
someone outside the agency, this job would require much
diplomacy and firm support from the highest level of
government.
A “ one-stop permitting” procedure is not the answer
because of the various expertise which can only be
mobilized in the particular agencies, (coal mining firm)

General

Retained profits
Long-term debt
Sale of equities
Lease arrangement
Other financing

Where financing was done
Inside Montana
Outside Montana
O ther
Total firms responding

Governor and Legislature should express their interest in
proper development of Montana's resources as well as
protection of the environment, (mining firm)

Because of the continuing discussion as to whether
or not limited financial resources in Montana are a
barrier to economic development, the En
vironmental Quality Council requested that a series
of questions about financing be addressed to the
forty-six respondent firms which had initiated new
or expanded operations in Montana in 1979 or 1980.
This attempt to ascertain the respondents'
feelings about Montana's financial resources was
not very successful. Not all the respondents were in
a position to answer our questions. A few in
dividuals in large organizations were not familiar
with their firms' financing activities; others, located
outside the state, knew little about Montana
financial institutions. Most of the large firms did not
regard availability of capital in Montana as a
significant problem. Many probably considered
the question irrelevant, since capital generally
flows easily across state boundaries when invest
ment opportunities exist. The smaller, Montanabased firms were more likely to suggest that the

7
11

They were asked whether the financing had been
done through financial institutions in Montana or
outside
Montana.
Thirty-five
respondents
answered the question: almost two-thirds (twentytwo) said “ outside" the state, while seven said they
had obtained financing inside Montana; the other
six gave other answers, the most common being
both in and out of the state.

The Governor and the Legislature must hold agencies
responsible for their actions or lack thereof. Arrogance on
the part of state agencies and their employees should not be
tolerated either by the Governor or by the Legislature,
(wood products firm)

Financing New Projects in Montana

27
22

7
22
6
35

They were also asked whether they felt that the
resources of financial institutions in Montana are
sufficient or insufficient to meet the needs of
resource-based industry; seventeen respondents
felt the financial resources were sufficient, and
seventeen said they were insufficient. Five gave
other answers. Those who indicated that resources
in Montana are not sufficient to meet resource
industries' needs (or gave an answer other than
“ sufficient") were asked whether or not this
situation is a barrier to the expansion of resourcebased industry in the state. Of the twenty-two
respondents asked the question, twenty re
sponded: about one-third (six) said the situation
is a barrier, almost two-thirds (thirteen) said it
was not, and one gave another response.
Various reasons for their opinions were given by
the six respondents who felt that insufficient
financial resources constitute a barrier to resource
development in Montana. One firm felt lending
institutions outside the state do not treat Montana
firms well; two respondents suggested that local
banks were not qualified to deal with resource
industries. “ To my knowledge," said one oil
company executive, “ none of the resident banks
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have oil and gas departments capable of properly
evaluating petroleum prospects and normal finan
cing problems.”
For the most part, those who did not find limited
financial resources a barrier felt that way because
they believed adequate financing is available out of
state. One respondent indicated his belief that
“ major nonlocal financial institutions are ready to
serve Montana-based resource industries.” Others
pointed to corporate banks operating in the state as
a pipeline to larger financial resources outside
Montana. A coal company representative stated
that “ many large financial institutions in centers
like Denver, Minneapolis, and Chicago are very
familiar with Montana coal.”
As a final question in the series on financial
resources, respondents were asked about their
own firms' needs for financing: “ Would you say the
resources of the state’s financial institutions are
generally sufficient to meet your firm ’s needs, are
they insufficient, or what?” Thirty-seven par
ticipants answered the question: twenty (54
percent) said state resources were sufficient to
meet their firms’ needs; thirteen said “ insuf
ficient,” and the other four gave different
responses.
None of this information is likely to settle the
debate about capital availability in Montana, even
with respect to resource-based industry. If any
conclusions can be drawn from this section of the
survey, they appear to be that large resource firms,
whether headquartered in or out of the state, are
generally able to obtain financing from out-of-state
financial institutions. Some smaller firms reported
having difficulty obtaining adequate financing. A
few felt Montana financial institutions do not
understand their industries.
Since other types of industry, especially those
with many small firms, may have had different
experiences, no generalizations should be drawn
from this report as to the overall situation with
respect to the adequacy of capital funds in M on
tana.

Attitudes toward Montana State
Regulations in General and toward
Their Administration
The final section of the survey asked respondents
about their attitudes toward Montana state
regulations in general and about their impression
of the manner in which they are administered.
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"Respondents were asked about
their firms'needs for financing/'
A scale technique was used, with various pairs of
characteristics placed as polar extremes at either
end of a scale. For example, for the question, “ How
do you feel about Montana state regulations in
general?” one of the pairs of characteristics is:
SENSIBLE

3

2

1

0

1

2

3

UNREASONABLE

Respondents were asked to circle the number
which best represented their attitude or feeling. If
they felt Montana regulations are very sensible,
they were to circle the number closest to “ SENSI
BLE.” If they believed them to be very un
reasonable, they were to circle the number closest
to “ UNREASONABLE.” Or, if their opinion fell
somewhere in between the two extremes, they
were instructed to put the circle where they felt it
belonged on the scale. Zero represented a neutral
or evenly balanced opinion.
This technique makes it possible to cover a
number of aspects of a topic in limited space and
with a briefer completion time requirement. It also
makes it possible to determine the intensity of
respondents’ feelings about the topic.
Figures 6 through 27 portray the attitudes and
opinions expressed by respondents regarding
Montana regulations in general and their ad
ministration. The responses are quite consistent
with the regulatory experiences reported earlier in
the questionnaire and with the respondents’
comments on various open-end questions. Com
bined, they present a good summary of attitudes
toward Montana regulations and regulatory agen
cies. In all cases, from fifty-nine to sixty-two
participants (88 to 93 percent) responded.
In general, respondents did not feel that
Montana regulations are either very unreasonable
or very sensible (figure 6). They had few strong
feelings about the clarity of regulations, with
responses rather evenly split among the middle
reaction points (figure 9); and most were either
neutral about their usefulness or found the
regulations in general only mildly useless or mildly
worthwhile (figure 15). Are Montana state
regulations necessary to promote the public
welfare or not worth the cost? Just over half said
“ not worth the cost,” but only a few indicated the
strongest negative position and a good number
were willing to acknowledge some necessity (figure
8).
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Figure 6
Attitudes tow ard M ontana State Regulations in G eneral
(n = 62)

Figure 7
Attitudes toward Montana State Regulations in General
(n 1 61)

Figure 8
Attitudes toward Montana State Regulations in General
(n = 62)
Figure 9
Attitudes toward Montana State Regulations in General
(n = 61)
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Figure 10
Attitudes tow ard M ontana State Regulations in G eneral
(n = 62)

Figure 12
Attitudes toward Montana State Regulations in General
(n = 62)
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Figure 11
Attitudes toward Montana State Regulations in General
(n = 60)

Figure 13
Attitudes toward Montana State Regulations in General
(n = 61)
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Figure 14
Attitudes tow ard M ontana State Regulations in G eneral
(n = 61)

Figure 15
Attitudes toward Montana State Regulations in General
(n = 62)

Figure 17
Attitudes toward Montana State Regulations in General
(n = 61)

Figure 16
Attitudes toward Montana State Regulations in General
(n = 62)
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Figure 18
Impression of the Way in Which Montana State
Regulations Are Administered
(n = 59)

"A majority of the respondents
described Montana regulations
_____in general as rig id /'

Figure 20
Impression of the Way in Which Montana State
Regulations Are Administered
(n = 61)
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Figure 19
Impression of the Way in Which Montana State
Regulations Are Administered
(n = 61)

"In general, respondents did not
feel that Montana regulations
are either very unreasonable or
very sensible."
Figure 21
Impression of the Way in Which Montana State
Regulations Are Administered
(n = 61)
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Figure 22
Impression of the Way in Which Montana State
Regulations Are Administered
(n = 62)

"Sixty-one percent said they
thought administrators were at
least somewhat anti-business/'
Figure 24
Impression of the Way in Which Montana State
Regulations Are Administered
(n = 61)
Inconsistent

Figure 23
Impression of the Way in Which Montana State
Regulations Are Administered
(n 161)

"Two-thirds of the respondents
said the administration of
regulations, like the regulations
themselves, tend to be rig id /'

Uniform

Figure 25
Impression of the Way in Which Montana State
Regulations Are Administered
(n = 61)
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Figure 26
Impression of the Way in Which Montana State
Regulations Are Administered
(n = 59)

On other items, there was a rather clear con
census: a majority of our respondents described
Montana regulations in general as rigid (figure
7), difficult to comply with (figure 10), idealistic
(figure 11), and ambiguous (figure 13). And a large
majority of the respondents (68 percent or more)
left no doubt that they believe Montana
regulations hinder industrial expansion (figure 12),
inhibit establishment of new industrial activity
(figure 14), constitute excessive interference in
their businesses (figure 16), and increase the cost of
doing business (figure 17). On the latter question
there was very little disagreement, as 97 percent of
the respondents agreed that Montana state
regulations increase costs.
When asked about how Montana regulations are
administered, respondents were almost evenly split
or neutral on whether any firms get special
treatment (figure 18), or whether regulations are
administered competently or ineptly (figure 20) or
uniformly or inconsistently (figure 24).
Two-thirds of the respondents said the ad
ministration of regulations, like the regulations

50

Figure 27
Impression of the Way in Which Montana State
Regulations Are Administered
(n = 62)

themselves, tends to be rigid (figure 19). Only about
one-fourth were willing to say the administration
was impartial; others were either neutral or said
they believed the regulations were administered in
a biased manner (figure 21). More respondents said
state administrators “ pass the buck” than credited
them with willingness to make a decision (figure
22). Less than a fourth said they thought the manner
in which regulations are administered carries out
the legislative intent; over half said the original
purpose is distorted, and another fourth were
neutral on the subject (figure 23). Sixty-one percent
said they thought administrators were at least
somewhat anti-business. Twenty-three percent
indicated a belief that administrators want to help
business, but no one indicated the most positive
position on the subject (figure 25). Reflecting
opinions expressed throughout the report, a
substantial majority (65 percent) again indicated
that they believe administrators cause unnecessary
delays (figure 27). And two-thirds said too many
regulatory agencies are involved (figure 26).
□
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